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DEPARTMENT OF DEFENSE AND RELATED AGENCIES— 
APPROPRIATIONS FOR 1955 


Monpay, Fepsrvary 1, 1954. 


GENERAL STATEMENTS 
WITNESSES 


HON. CHARLES E. WILSON, SECRETARY OF DEFENSE 
W. J. McNEIL, ASSISTANT SECRETARY OF DEFENSE (COMPTROLLER) 


Mr. Wiacteswortu. Gentlemen, the committee will come to order. 
We commence this morning our hearings on the request for appropria- 
tions for the armed services for the fiscal year 1955. 

We are very happy to have with us the Secretary of Defense, Mr. 
Wilson, who has a statement for the committee. We shall be glad 
to hear from you, Mr. Secretary. 


GENERAL STATEMENT oF Secretary 


Secretary Witson. Mr. Chairman and members of the committee, 


I am very glad for the opportunity again to appear before this com- 

mittee and to present in more detail the new concepts underlying our 

revised national greed program as they are reflected in the fiscal 
e 


har 1955 budget for t military functions of the Department of 
efense. 

In appearing before you today I have a feeling of great responsibil- 
ity not only as Secretary of Defense but in presenting the military 
program and budget approved by the National Security Council and 
the President. I realize that to a considerable extent I am the spokes- 
man in regard to military affairs of an administration that is dedicated 
to the objective of establishing security for our country. 

At the same time we know that we cannot depend on arms and arms 
alone as the basis for peace abroad and freedom at home. We must 
have a broader base. It must be based on spiritual and economic 
factors as well as military readiness. We must continue to be strong 
in all these ways. In striving to establish peace in the world we must 
not violate or even set aside those basic human rights for which we 
are ready and willing to fight if necessary. 

When I first appeared before this committee about 11 months ago— 
just 3 weeks after coming on the job—I could only outline to you the 
manner in which the new defense team intended to approach its job. 
When I appeared before you last May, after we had reviewed and re- 
vised the budget request for fiscal year 1954, I indicated that “during 
the summer and fall of 1953, it is planned to take a new look at the 
entire defense picture. This will involve an intensive and detailed 
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study of all aspects of defense—forces, missions, weapons, readiness 
levels, strategic os, and so forth—and will provide the basis for the 
fiscal year 1955 budget.” I also stated at that time that the force ob- 
jectives outlined in the fiscal year 1954 budget were interim goals 
and were subject to whatever changes might be indicated by the forth- 
coming review. As I now come before you, I can say without reser- 
vation that this intensive study has been made, and that great and en- 
couraging progress has been made in reexamining and reorienting our 
military program, and in organizing the entire Defense Department 
for maximum effectiveness and efficiency. 

A year ago I knew I was taking on a pretty big assignment, and 
after a year’s experience it has Sedaeek to be even bigger than I 
thought. I had reasonable experience with regard to some phases of 
it, such as organization problems, production and broad planning. 
On other things I had little or no experience, such as the traditions of 
the service, the relations with the House and Senate, and the essential 
public relations peculiar to Government service. 

I hope that js the year I have gained a little knowledge in 
those areas. At least I have tried to recognize that there are other 
important matters, too. I eres even more fully than I did 
a year ago the great responsibility you men have; and that you are 
entitled to the information and knowledge necessary to handle that 
responsibility. 

t is my desire to help in every way I can in developing the facts 
about our program, why it is what it is, and anything that will be 
helpful to you. 


BASIC CONCEPTS UNDERLYING PROGRAM 


In his state of the Union message early in January and in his more 
recent budget message, President Eisenhower has well stated the basic 
philosophy underlying our whole national security program. He 
stated that “since our hope is peace, we owe ourselves and the world a 
candid explanation of the military measures we are taking to make 
that peace secure. As we enter this new year, our military power con- 
tinues to grow. This power is for our own defense and to deter ag- 
gression. We shall not be aggressors, but we and our allies have and 
will maintain a massive capability to strike back.” He made six es- 
sential points which underlie the more important considerations in 
our defense planning, the substance of which I would like to reempha- 
size. 

First, while we are determined to use atomic power to serve the 
usages of peace, we will take full account of our large and growing 
arsenal of nuclear weapons and the most effective means of using them 
against an aggressor if they are needed to preserve our freedom. We 
would propose sharing with our allies certain knowledge of the tacti- 
cal use of such weapons. 

Second, the integration of new weapons systems into military plan- 
ning creates new relationships between men and materiel which em- 
phasize air power and permit economies in the use of manpower. 

I might say that this talk about pushbutton warfare is just pure 
foolishness. That is not what I mean by that statement. 

Third, these new concepts require maximum mobility of action 
upon the part of all of our Armed Forces, and therefore require the 
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reassembly of our Strategic Reserve forces as dictated by world con- 
ditions and their maintenance in a high state of readiness to cope 
with any possible acts of aggression. 

Fourth, our national defense must rest on the most economical and 
mobile use of trained manpower. Since a professional corps of 
trained officers and men is the teacher and leader of our Armed 
Forces, we must take steps necessary to create conditions of morale 
and security which will retain in the career service the required num- 
bers of long-term personnel. 

Fifth, the foundation of an effective defense program, which must 
be maintained at a high level of readiness for an indefinite period of 
time, is an industrial mobilization base which can be converted swiftly 
from partial to all-out mobilization if that unhappy course of action 
is forced upon us. 

Sixth, the President placed emphasis on a strengthened plan of 
continental defense, which includes provision for improved early 
warning of enemy attack and the men and materiel to man the radar 
outposts, interceptor and guided missile squadrons, and other units 
of our air, naval, and land forces devoted to this task. 

These basie concepts I have just noted are the foundation of the 
defense program which I am presenting today and which the Secre- 
taries of the military departments, Admiral Radford and the military 
chiefs will subsequently be discussing. This program is built around 
new military plans unanimously recommended by the Joint Chiefs 
of Staff and approved by the President following consideration by 
the National Security Council. It is intended to make and keep 
America strong and secure in an age of peril. 


THE “NEW LOOK” 


Now I would like to say a few words about what has been termed 
the “new look” because I think there is a lot of confusion about it. 
The long-range plans of the Joint Chiefs of Staff, on which this 
budget is based, represent the careful and continuing work of our 
military planners to develop the military strategy necessary to carry 
out agreed national policies. The key to our military planning is 
found in our national policies. Accordingly, the military strategy 
recommended by the Joint Chiefs of Staff as necessary to carry out 
our national policy was developed with full consideration of the over- 
all national interest. The Chiefs of Staff and their assistants de- 
serve a great deal of credit for their outstanding work during the 
past few months. Admiral Radford will appear before this com- 
mittee soon to explain in more detail our military plans. 

While these plans were developed by the new Joint Chiefs of Staff 
appointed last August, a review of our military strategy was in- 
dicated and would have been undertaken no matter who our Chiefs 
of Staff might have been. The shooting in Korea ceased last July 
and has been followed by an uneasy armistice. The NATO forces 
have been importantly built up and our own military strength great] 
increased. The “new look” is a natural evolution from the cras 
progres that was adopted following the beginning of hostilities in 

orea, and recognizes that we must be militarily strong, not by a cer- 


tain date, but continue to maintain our military and economic strength 
over a long period. 
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The amount of the new funds which are being requested from Con- 
gress for the Department of Defense was importantly influenced by 
the new military program. Our estimate of the expenditures that 
must be made during fiscal year 1955 was influenced both by our new 
military program and the commitments previously made under earlier 
appropriations. The fact that we are still in the buildup stage in some 
of our military activities requires ependitures at a somewhat higher 
rate than will be true when the program levels off. This is the reason 
that expenditures for fiscal year 1954 will exceed new money author- 
ized for fiscal year 1954 by approximately $7 billion, and the expendi- 
tures we estimate for fiscal year 1955 will exceed the new funds re- 
quested for that period by approximately $6.6 billion also. The esti- 
mate of the expenditure rate for fiscal year 1955 is approximately $4 
billion less than the latest estimated expenditures for fiscal year 1954, 
amounting to a reduction of a little less than 10 percent. 

The civilians in the entire Defense Department—and by that I mean 
to include the Army, Navy, and the Air Force—have a great responsi- 
bility in regard to the rate of expenditures planned to carry out our 
military programs. Right here I would like to speak of the splendid 
way in which they have cooperated with each other and with the men 
in uniform, This is greatly contributing to the important progress 
that is being made. 

Our duty is to provide a sound defense for this country, and the De- 
fense Department must achieve this by obtaining more combat effec- 
tiveness for every dollar spent. Considerable doubt has been expressed 
in some quarters as to the feasibility of this objective. I would like 
to explain how we are going about this, how it relates to military plan- 
ning, and why I am sure we can do it. 


METHODS OF ACHIEVING ECONOMY 


There are three distinct methods of achieving economy in military 
affairs. First, there is economy in planning (what some planners call 
economy in forces). By this we mean devising a strategy which per- 
mits the selection of those force elements and weapons systems which 
provide the greatest combat effectiveness. This is primarily the job 
of the Joint Chiefs of Staff who, on the basis of stated national policies 
and objectives, evaluate the capabilities of potential aggressors and 
devise the most effective strategy to meet such conditions. In this 
they select the types of forces and weapons which can provide the 
greatest military effectiveness at the lowest cost in manpower and 
resources. 

Second, there is economy in programing. By this we mean the pro- 
vision of the proper support forces and resources, such as manpower, 
materiel, and bases required to maintain the degree of combat readiness 
and effectiveness necessary to implement the strategy we have adopted. 
It is in this area where the logistic and manpower planners spell out 
the detailed military requirements of men and materiel which in the 
end determine the money to be requested. 

Economy in programing also means the achievement of a proper 
balance among all the various elements making up a military program. 
Men, materiel, bases, activation of new organizational units, training 
rates, activity rates, deployments—all must be projected 2 and 3 
years into the future and must be kept in balance. 
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Third, there is economy in operation. This relates to the execution 
of the plans and the accomplishment of the programs that have been 
laid out and are reflected in the annual budgets. This is the area 
which has received the most public attention and at which most of 
the criticism of waste and inefficiency has been directed. It is impor- 
tant, yet it is really just one of the three general means for achieving 
greater economy. This third classification of important areas im 
whieh greater economy can be effected—economy in operation—par- 
ticularly requires the interest and cooperation of hundreds of thou- 
sands of men and women in the service. Steps are being taken to 
encourage and cultivate this important type of cooperation. 

It is in this third category that we have perhaps been criticized the 
most in the Defense Department because so many hundreds of thou- 
sands of men and women—literally millions of them—have been in 
and out of the services. Each of them has seen some waste—some 
waste of their own time or of someone else’s time, some waste of ma- 
terial, or something or other that they realize could be done better. 

Therefore, when we say that our objective is to achieve more defense 
for every dollar spent, I would like to emphasize that we expect to do 
this by making intelligent savings through economy in forces, economy 
in programing, and economy in operations. 

Mr. Scrivner. Could I interrupt there just for a moment to make 
an observation, Mr. Secretary ? 

Secretary Wiison. Yes, sir. 

Mr. Scrivner. That observation is that during the past 7 months in 
visiting our military installations both here in the United States and 
abroad I have seen in those 7 months more evidence of pride of ac- 
complishment in saving the taxpayers’ dollars than I have seen in the 
past 7 years. In other words, the men who are responsible for the 
savings at the yer camps, and stations are doing a job and they are 
proud of it. think perhaps that exemplifies the new spirit that 
prevails throughout the entire service, as I have observed it. 

Secretary Wiison. You encourage me, sir. 

Mr. Scrivner. Well, I was encouraged by what I found. 

Secretary Wirson. I might just say, it is always hard to pick out 
some things, because real progress is made by doing thousands of 
things better. There is not any one thing you can just say is going 
to do the whole business for you. 


REDUCTION IN CIVILIAN PERSONNEL 


I have a few figures here on civilian personnel. In January 1953, 
the total Department of Defense had 1,329,795 men and women on the 
payee At the end of this year we had 1,179,438, or a saving of 
150,357. 

I can assure you that we have not hurt the defense effort of the coun- 
try one particle in doing it. Asa matter of fact, we have improved 
the morale and improved the operations. 

Mr. Forp. That is in calendar year 1953? 

Secretary Wurson. That is in calendar year 1953; roughly the year 
since we have been down here. 

Now, in the Defense Department itself—that is, my particular direct 
responsibility—on January 20, 1953, we had 2,169 civilian personnel 
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and 934 military personnel, or a total of 3,103. As of December 31 
of this year we had 1,758 civilians and 824 military, or a total of 
2,582; a reduction of 411 civilians and 110 military, or a total reduction 
of 521. 

At the same time I feel sure we have improved the organization and 
effectiveness of operation of the Defense Department. I am talking 
about the central operation itself. 

Mr. Manon. Are you talking about the Pentagon or all Washing- 
ington here ? 

Secretary Witson. I am just talking about the Pentagon. 

Mr. McNet.. That is the Office of the Secretary of Defense; the 
Joint Chiefs of Staff and everything included directly in the Office of 
the Secretary of Defense. 

Secretary Witson. We are not just saying at the top, “Let somebod 
else get eflicient.” We are trying to work at it, too, right in my of- 
fices and in the offices of my staff. 

Mr. Miter. Mr. Secretary, your first figures that you gave us of 
civilians reduced includes overseas assignments ? 

Secretary Witson. It does not include indigenous personnel. 

Mr. Miter. It does not include indigenous personnel ? 

Secretary Wizson. No; but it would include Americans overseas. 

0 Musson. It includes Americans overseas but not indigenous per- 
sonnel ? 

Secretary Witson. That is right. Therefore, when I say that our 
objective is to achieve more defense for every dollar spent, as I say, I 
would like to emphasize that we expect to do this by making intelli- 
gent savings through economy in forces, economy in programing, and 
economy in operations. 

Economy in forces is reflected in the carefully considered and unan- 
imously agreed long-range plan of the JCS, of which the fiscal year 
1955 phase is reflected in this budget. 

Economy in programing is receiving the concerted and conscienti- 
ous effort of the military and civilian members of the Defense team in 
examining and validating the planning factors and procedures used 
in the computation of manpower, materiel, and construction require- 
ments and in determining peacetime stock levels and war reserve re- 
quirements. These reserve requirements include both trained person- 
nel and plans for A training others, both stockpiled material 
and capacity to quickly achieve mass production of great quantities of 
all military products required. We are also carefully and continu- 
ously examining the gearing together of all components and the bal- 
anced buildup of all requirements. 

Economy in operation is likewise receiving the day-to-day and 
month-to-month attention of all of us. The Defense team, both mili- 
tary and civilian, is working hard to improve the organization, pro- 
cedures, and methods of the whole Defense Establishment and to stir 
up greater interest in these objectives farther down in the organiza- 
tion, ‘ 

That is why your statement encourages me, because it looks like we 
are making a little progress. We are stirring it up in the entire 
organization. 
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REORGANIZATION OF ADMINISTRATIVE STRUCTURES 


Much progress has already been made. The Office of the Secretary 
of Defense has been reorganized and the administrative structures of 
the three military departments are being carefully examined with the 
purpose of simplifying them and making them more flexible, re- 
sponsive, effective, and efficient. All of these efforts are helping to 
achieve every intelligent economy that can be realized through im- 
proved management and administration in the better control of men, 
material, and money. 


RESURVEY OF MANNING TABLES 


We have completed a resurvey of our tables of organization and 
other manning tables and we have taken out 160,000 spaces—160,000 
military jobs previously authorized in the manning tables were re- 
moved. In other words, we just found 160,000 we could eliminate, 
switching the work around and one thing and another. 

Mr. Scrtvner. To whom do you refer when you say “we”? 

Secretary Witson. We have a report by Secretary Hannah, in 
charge of manpower and personnel. This is agreed to by the services 
and is going into effect. 

Mr. Forp. That is for all three branches of the service? 

Secretary Witson. That is right. 

Mr. Taner. That might be available to the committee? 

Secretary Wixson. Oh, yes. 

Mr. Taser. Is it public or confidential? 

Mr. McNet. It certainly can be furnished to this committee. 

Secretary Wirson. Yes. 

Colonel Ranpat. It is unclassified. 

Mr. Taper. It is unclassified ? 

Colonel Ranpatu. Yes, sir. 

Mr. Murr. That, Mr. Secretary, does not reflect any decrease in 
combat efficiency for any units concerned ? 

Secretary Witson. No, indeed. 

Mr. Miuter. It would be just unnecessary places? 

Secretary Witson. It would be interesting for any of you who have 
time to read it. 


FORCE OBJECTIVES 


There is no fallacy in the idea of more defense for less money. It is 
being achieved and much more can and will be accomplished. The 
fiscal year 1954 budget provided for maintaining the combat units of 
the Army and Navy at approximately 1953 levels, and established an 
interim goal of 120 Air Force wings pending review of all force ob- 
jectives by the new Chiefs of Staff. The fiscal year 1955 budget in- 
corporates the new force objectives and continues a rapid buildup of 
air strength, and the creation, maintenance, and full exploitation of 
modern airpower. Our military planners and those of other nations 
of the free world agree as to the importance of airpower. This is a 
logical result of the application of the economy-in-forces principles I 
have just described. You will see in this budget, therefore, some 
greater emphasis on both Air Force and naval airpower. The budget 
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calls for a continuing increase in expenditures for airpower in fiscal 
year 1955. 

By July 1, 1957, we plan that the Air Force will be organized into 
137 wings, of which 126 will be combat wings, together with necessary 
combat-support units plus Air National Guard and Air Reserve units. 
The air arm of the Navy will include 16 carrier air groups and 15 
carrier antisubmarine warfare squadrons; all fleet air units will be 
supplemented by appropriate combat-support elements. The Marine 
Corps will have three air wings and appropriate combat-support 
elements; and the Naval and Marine Corps Air Reserve will reach a 
high state of readiness. 

Vhile this budget places proper emphasis on airpower, there is still 
the need, and there will continue to be a need, for increasingly effective 
land, amphibious, antisubmarine and other forces. We aim, through 
full recognition of the capabilities of new weapons and techniques, 
and effective planning for ready reserves of both men and materiel, to 
build up the capabilities of Army, Navy, and Marine forces. 

Army forces at the end of June 1955 will be organized into 17 
divisions, 18 regiments and regimental combat teams, and 122 anti- 
aircraft battalions, together with appropriate supporting elements. 
This is a reduction of three divisions from the high level achieved 
during the Korean war. It is the same number of regiments and 
regimental combat teams and is an increase of 5 in the antiaircraft 
battalions. The present planning includes an increase in the number 
of National Guard divisions from 25 to 27. The National Guard 
antiaircraft battalions will also be increased from 101 to 112. It is 
contemplated that a number of these National Guard battalions will 
be on site as part of the forces for continental defense. The exact 
number and phasing of these units will depend on studies and field 
tests now being conducted by the Army. 

Great progress will continue to be made in expanding the number 
of antiaircraft battalions equipped with NIKE guided missiles. This 
strengthening of our antiaircraft capabilities reflects part of the 
emphasis in the 1955 budget on improved continental Tilemse. 

At the end of June 1955 the active fleet of the Navy will consist of 
1,080 ships, of which 404 will be major combatant types—aircraft 
carriers, cruisers, destroyers, submarines, and so forth—and 676 will 
be mine warfare, amphibious warfare, patrol] and auxiliary vessels. 
This will reduce the active fleet by 49 ships, only 4 of which will be 
major combatant types. The Marine Corps will maintain three com- 
bat-ready divisions with necessary supporting elements, the same as 
they now have. 

‘As we increase the striking power of our combat forces by the appli- 
cation of technological advances and new weapons and by the con- 
tinuing growth of airpower, the total number of military personnel 
can be reduced. At the end of December 1953, there were approxi- 
mately 3,402,900 men in our Armed Forces; 1,481,200 in the Army, 
765,400 in the Navy, 243,800 in the Marines and 912,500 in the Air 
Force. By June 30, 1954—this coming June—this total number 
will be decreased to about 3,330,000—approximately 75,000—and on 
the basis of the plan underlying this budget, military personnel at 
the end of June 1955 will be reduced to about 3,038,000—1,164,000 in 
the Army, 689,000 in the Navy, 215,000 in the Marine Corps, with the 
Air Force increasing to 970,000. Between December 1953 and June 
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1955, therefore, the Army forces will be reduced approximately 
317,200, most of the reduction coming out of other than combat units. 
Navy forces will be reduced by 76,400, and Marine forces by 28,800. 
The Air Force will increase by 57,500. I should like to point out 
that, whereas a year ago the Air Force considered that 1,200,000 men 
were the minimum requirement for a slightly larger program, on the 
basis of better planning and programing, it now finds that it can 
achieve the same 126 combat wings that were in its earlier plan with 
less than 1 million men. This change is a tribute to the er re and 
civilian officials in the Air Force who are addressing themselves 
seriously and conscientiously to the continuing task of achieving in- 
creased effectiveness of the Air Force and at the same time achieving 
economy in manpower and materiel. 


RATE OF MILITARY PERSONNEL TURNOVER 


Let no one assume that this problem of increasing effectiveness with 
lesser manpower is one which can be solved by any easy and pat solu- 
tion or by any one big move. It requires thousands of things done 
well. The present high rate of military personnel turnover under 
our present system is a very expensive way of doing business. The 
possibility of reducing this turnover offers opportunities for great 
savings and improvement in morale. If we can create the conditions 
wherein more people will decide on military careers as their lifework 
or at least encourage longer periods of service, it too will help us to 
build a stronger organization for less money. This is particularly 
true on account of the skills and experience required to operate and 
maintain the complicated military weapons we have now and the even 
more complicated ones we will have in the future. These technical 
developments require a higher order of training and mentality on the 
part of many of the men in the service. To the extent that more men 
and women can be attracted to adopt military service as a career, turn- 
over will be reduced and efforts to increase efficiency and economy in 
manpower will pay off both in effective military strength and cost. It 
is my hope that progress along these lines will enable us to show a 
somewhat lesser requirement for military and civilian personnel in 
budgets for fiscal year 1956 and subsequent years. In approaching 
this problem, we are concerning ourselves with all matters which con- 
tribute to improved morale, including fringe benefits and those things 
that add dignity and security for men and women who have chosen 
military service as their careers. 


UNEXPENDED CARRYOVER 


Before discussing the new money we are requesting for fiscal year 
1955, I would like to call your attention to the matter of the un- 
expended carryover of fiscal year 1954 and prior-year funds. We 
entered the current fiscal year with an unexpended balance of funds 
of about $62 billion. By next June 30 we estimate that this unex- 
pended balance will be reduced to $51.6 billion. 

That reduction comes about in two ways. One is by the rate of 
expenditures exceeding the new money requested; and the other is in 
the lapse of funds eign appropriated and not used. In other 
words, there is about a $10 billion decrease in unexpended balances 
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but there is only $7 billion difference in the rate of expenditures as 
compared to the new money. I just wanted to explain what might 
seem to be a discrepancy. 

Of this $51.6 billion unexpended carryover estimated at June 30, 
1954, $14.2 billion is for the Army, $13.5 billion for the Navy, $23.6 
billion for the Air Force, and approximately $300 million for inter- 
service activities. These funds will carry over for expenditure in fis- 
cal year 1955 and to some extent thereafter. 

In the budget before you, we are requesting $29,842 million, not in- 
cluding $1,108 million for military public works—largely Air Force— 
which is proposed for later transmission. Of this $29,842 million of 
new money, $8,211 million is for Army, $9,870 million for Navy, $11,- 
200 million for Air Force, and $561 million for interservice activities. 
The largest component of this latter amount is for retired pay of 
military personnel. This new money, together with our estimated 
carryover, will make the following amounts available for expenditure 
during fiscal 1955 and subsequent years: Army $22.4 billion, Navy 
$23.4 billion, Air Force $34.8 billion, and approximately $900 million 
for interservice activities—a total of $81.5 billion. If the Congress 
acts favorably on the request for $1.1 billion military public works 

roposed for later transmission, this will increase the funds available 

or expenditure in fiscal 1955 to over $82.6 billion. On the basis of 
estimated expenditures during fiscal 1955 of $37.6 billion, and making 
allowance for funds which will lapse at the end of that year, we esti- 
mate that the unexpended balance to be carried into fiscal 1956 will be 
reduced to approximately $44 billion. 

I would like to call attention to the fact that with the portion of the 
money for military public works the Air Force will have about 114 
times as much money available for expenditure as either the Army or 
the Navy in fiscal year 1955. I mention that because some people 
think apparently we are still dividing it up one-third, one-third, and 
one-third, which is foolish. We are not. 


NEW OBLIGATIONAL AUTHORITY 


In arriving at the amount of new funds requested, the most careful 
consideration has been given to unobligated and unexpended balances 
available from prior years. The effect on fund requirements of the 
program changes has also been taken into account. It will be noted 
that no new authority for Army major procurement and production 
is requested. The cease-fire in Korea importantly changed this re- 
quirement. On the other hand, the budget provides new obligational 
authority for naval shipbuilding and conversion programs of $1.1 bil- 
lion. This will result in a small step-up in the level of shipbuilding 
in the years immediately ahead in order to meet the problem of a 
large part of the fleet becoming obsolete at one time due to the fact 
that a substantial part of it was built during World War II. The 
budget also provides $50 million to initiate new construction for the 
Military Sea Transportation Service, and is the initial step in a pro- 
gram to modernize the ships of this essential function which serves 
all three Departments. These programs will result in a somewhat 
higher level of shipbuilding expenditures after fiscal year 1955 than 
ber roughly billion-dollar level being maintained in fiscal years 1954 
and 1955. 
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New obligational authority of $4.4 billion is requested for the budget 
category of aircraft procurement, of which about $2.5 billion is for the 
Air Force and a little over $1.9 billion is for naval and Marine air 

rograms. In the case of the Air Force, this request, together with 
about $1.6 billion of unobligated funds available from fiscal year 1954 
and prior appropriations, will permit the Air Force to place new con- 
tracts to the amount of $4.1 billion for aircraft of the latest and most 
advanced types. This will be in addition to an estimated unexpended 
balance of $12.6 billion for planes under contract but undelivered at 
the end of fiscal year 1954. It will contribute to the maintenance of 
a healthy iauahk industry and at the same time will permit the Air 
Force to build up to 137 wings in an orderly manner by July 1, 1957. 
The necessary base construction and manpower training program will 
be kept in balance with the combat aircraft production buildup. 

New authority requested for naval and marine aircraft will permit 
the Navy to place orders for $1.9 billion of modern aircraft in fiscal 
year 1955. These funds, together with over $5.5 billion of planes 
financed but undelivered as of June 30, 1954, will provide a substan- 
tially improved state of modernization for Naval and Marine Air 
Forces, and improve the readiness of the Naval Air Reserve. 

New obligational authority for military personnel costs of about 
$10.7 billion is $600 million less than provided by the Congress for the 
current fiscal year. It reflects the economies which have been made 
in this area, in the program to reduce stock levels for easy-to-get items, 
and the lower personnel strengths. New funds for operation and 
maintenance of airplanes, ships, military installations and equipment, 
also show a $600 million reduction to a little over $9 billion. Funds 


are requested to maintain the research and development program at 
approximately the same level as during the current year and to expand 
and improve the Reserve Component Program. Approximately $1.1 
billion for military public works is proposed for later transmission. 
Most of these funds will be required in connection with the Air Force 
buildup to 137 wings and in connection with the expanded program of 
continental defense. 


EXPENDITURES 


Last April we estimated that expenditures for the current fiscal year 
would be approximately $43.2 billion. Our present estimate of ex- 
ra for this year is a little over $41.5 billion, or roughly $1.7 

illion less than our estimate of last April. This reduction represents 
in part savings that have been achieved as a result of a program of wise 
spending initiated since January 1953, and in part because of the cessa- 
tion of hostilities in Korea. 

Expenditures for fiscal year 1955 based on the budget now before 
you are estimated at a little less than $37.6 billion, a reduction of al- 
most $4 billion from the estimate for the current year and over $6 
billion from the expenditure peak in fiscal year 1953. Practically all 
of the reduction from the current year will be in military personnel 
costs, in operation and maintenance, and in those areas of major pro- 
curement and production such as vehicles, ammunition, production 
equipment, and some other major items where the capital investment 
will have already been made for new equipment and a substantial por- 
tion of required mobilization reserves. On the other hand, expendi- 
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tures for a number of major programs will remain at approximately 
the current level and others, particularly in the electronics and guided- 
missile areas, will be increased. For example, expenditures for com- 

lete aircraft and concurrently procured spares on the part of the 

rmy, Navy, and Air Force will total $8.3 billion, approximately the 
same general level as in 1954. These aircraft procurement expendi- 
tures alone will account for 22 percent of our defense expenditures in 
1955 compared with 20 percent in 1954, 17 percent in 1953, and 13 per- 
cent in 1952. Expenditures for shipbuilding will be approximately 
$1 billion, the same level as in the current fiscal year. Similarly, ex- 
penditures for military public works of $1,650 million and research 
and development expenditures of $1,350 million will continue at ap- 
proximately current levels. Planned expenditures for Reserve com- 
ponents—National Guard and other Reserve forces—will increase by 
approximately $100 million as the program to create more effective 
Reserve forces receives greater emphasis. 

Assistant Secretary McNeil in his presentation to you will deal in 
considerably greater detail with our budget program, so I have touched 
only broadly on these matters. I would, however, like to mention the 
funds provided in the fiscal year 1954 budget for the Korean war. 
When we presented the revised fiscal year 1954 budget last year, we in- 
formed Congress that approximately $2.2 billion had been added to 
the original budget request to provide fully for combat operations in 
Korea and for the cost of equipping additional Republic of Korea di- 
visions. We promised that these funds would not be used unless re- 
— and appreciate the confidence shown by this committee and the 

ongress in providing these funds without imposing restrictive pro- 
visions in the appropriation act. Although the buildup of the ROK 
divisions is progressing as planned, and certain additional costs are 
involved in maintaining our forces on a combat-alert basis in Korea, 
I am pleased to inform you that virtually none of the $2.2 billion you 
provided for Korean costs will be obligated during the current fiscal 
year. That is partly the reason why we do not have to ask for so much 
new money for the Army. 

The availability of these amounts has been taken into account in 
determining the new funds required for fiscal year 1955. 


ADJUSTMENTS ON REQUESTS 


The budget being presented to your committee is a fundamentally 
sound request. As we continue our work in preparing for operations 
in fiscal year 1955 and give the detailed estimates further considera- 
tion, it is possible that we will be able to make adjustments in some 
areas. Asa matter of fact, I understand that in one broad area it has 
already been found possible to make adjustments in the amounts being 
requested. I have directed the departmental witnesses to call any 
—_ to the attention of the committee during the course of the 

earings. 

The task we have set for ourselves in accomplishing the objectives 
of this budget is not an easy one. It will require taking some courses 
of action which will require shifts in production and employment, 
relatively minor in comparison to the total defense production but 
important to those directly affected. In some areas of major pro- 
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curement and production, such as vehicles and ammunition, produc- 
tion schedules sm been or will have to be sharply curtailed; in other 
materiel areas, schedules will have to be reduced in order that an 
active production base can be maintained as long as possible into the 
future. The whole construction area continues to be examined, and 
work is being scheduled so as to give priority to construction for con- 
tinental defense, necessary overseas installations, and only the most 
essential construction projects in the continental United States which 
are necessary to our new program. We are continuing to examine 
our research and development program on a selective basis with care- 
ful administrative control to make sure that there will be no across- 
the-board reductions, but that adequate support will be given to the 
most urgent and promising projects. In conformance with the 

lanned reductions in military personnel in the Army, Navy, and 
Mestan Corps, training and other facilities will have to be adjusted 
to maintain a high level of facility utilization. Civilian personnel will 
continue to be reduced wherever practicable. Many of these actions 
will require hard decisions and various groups will undoubtedly put 
pressure on you and on us to continue the activities in which they are 
interested even though they are not now needed. Yet if we are goin 
to make every dollar count for defense and achieve sound fisca ind 
economic objectives, we will have to withstand these pressures and we 
will need your help in doing so. 

That does not mean that we do not want to be as practical as possible 
in the matter, and explain the actions Ss instance, I was 
a little peeved recently by a statement that came out in the press that 
we were closing a hospital for lack of funds. Actually we were clos- 
ing it because the boys were not being shot up in Korea any more, and 
we do not need so much hospital space. We have to be a little smarter 
in how we explain these things. I do not like that very well. We 
would never close for lack of funds a hospital which was needed. 

In conclusion, I would like to reaffirm my strong conviction that the 
military program upon which this budget is based is soundly con- 
ceived. It represents the considered judgment of the Joint Chiefs 
of Staff, the National Security Council, and the President. It pro- 
vides for military strength which will be adequate for the security of 
the United States in cooperation with other nations of the free world 
under the conditions that we can foresee today. What has been 
termed the new look is not a one-shot proposition. It involves the 
continuing reexamination of our military position and the world situa- 
tion. It is our firm belief that by exercising sound economy in forces, 
in programing for their materiel and manpower requirements, and 
in the day-to-day and month-to-month operations in carrying out 
these plans, we can continue to properly and adequately provide for 
our national security for the foreseeable future at a price which is 
within our economic capabilities. 

Mr. Wiecteswortu. Thank you very much, Mr. Secretary. That 
is a very interesting statement. I know that all concerned will be 
heartened by your confidence that we are getting and are going to 
continue to get more combat effectiveness for less money. 

I might say to the committee that after we have finished interrogat- 
ing the Secretary on the overall aspects of the request, Admiral 
Radford is scheduled to appear. He will have the details in respect 


14 


to the aoe military program. Assistant Secretary McNeil is 
also scheduled to appear with the details on the dollar side of the 
question. 


OBLIGATIONAL AUTHORITY, CARRYOVERS AND EXPENDITURES 


Just by way of very brief summary, Mr. Secretary, from the dollar 
angle, I understand from your statement and from other tables that 
have been furnished to us that the request for new obligational author- 
ity in fiscal 1955, including about $1,108 million to be later submitted 
for public works, amounts to about $30.9 billion as compared with 
$34.5 billion in fiscal 1954 and about $47 billion in fiscal 1953; a reduc- 
tion of roughly $16 billion in 2 years. 

I further understand that the respective carryovers in unexpended 
funds amount to an estimated $51.6 billion into fiscal 1955 as com- 
pared with about $62 billion into fiscal 1954 and about $59.5 billion into 
fiscal 1953. 

If those figures are correct, it would give sums available for expendi- 
ture in the 3 fiscal years of $82.6 billion in fiscal 1955 as compared 
with $95.8 billion in fiscal 1954 and $106.5 billion in fiseal 1953. 

Against that there is estimated expenditure in fiscal 1955 of $37.6 
billion as compared with estimated expenditure for the current fiscal 
year of about $41.6 billion and actual expenditures in fiscal 1953 of 
$43.7 billion; a reduction of about $6 billion in the 2-year period. 

This would leave a carryover of unexpended funds into fiscal 1956 
of about $44 billion. 

If those figures are not correct I shall appreciate it if they may be 
corrected in the course of revising your remarks. 

Mr. McNet.. Except for decimals they are correct. 

Secretary Wixson. We think they are correct. There is this lapsed 
fund business we have not spelled out for you. 

As a matter of fact, you cannot be real sure as to what those cate- 
gories will be. Secretary McNeil has intuition in the matter, and 
he senses about where it is going to be. He has taken into account 
about $2 billion or $3 billion on that. He has saved lots of money in 
the past just by being a little tight. At times people have criticized 
him for it, but I would like to say right now that he has served his 
country well. 

Mr. Wicetrswortn. I think the committee appreciates that fact and 
is indebted to him for the service which he has rendered. 

Mr. McNew. Off the record. ° 

(Discussion off the record.) 

Secretary Wirson. It is a pretty clear example that we do not spend 
the money when it is not needed just because we have the authority to 
do it. 


SUMMARY OF MILITARY PROGRAM 


Mr. Wiacteswortu. Now, just by way of brief summary of the 
military program as I understand it, from your statement and the 
tables that have been furnished the committee, I understand that the 
program contemplates a decrease between June 30, 1953, and June 30, 
1955, in the Army of 3 divisions, leaving us with a force of 17 divisions, 
18 regiments or regimental combat teams, and 122 antiaircraft bat- 
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talions, as compared with our Army at the outbreak of the war in 
Korea of 10 divisions, 12 regiments or regimental combat teams and 
48 antiaircraft battalions. 

I understand insofar as the Navy is concerned that there will be put 
into mothballs a net number of about 7 warships and 44 other ships 
during the same period, leaving us 402 warships and 676 other ships, 
or a total of 1,078 ships, as compared with ships at the outbreak of the 
Korean war numbering 237 warships and 363 other ships, or a total of 
600 ships. 

I understand insofar as the Air Force is concerned that the program 
contemplates a continued expansion from the 98 wings as of a year ago 
and the 106 wings as of June 30 last to 120 wings as of June 30, 1955, 
and on up to 137 wings as of June 30, 1957; which compares with 48 
wings that we had at the outbreak of the Korean war. That number 
is supplemented, of course, by the necessary supporting planes and the 
National Guard and Reserve units, and also the Navy and Marine 
Corps planes. 

Secretary Wison. Those figures are substantially correct. It looks 
now like we will get 121 wings instead of 120. 

Mr. WicciteswortH. By June 30, 1955? 

Secretary Witson. That is right. That is the very latest thinking 
the people of the Air Force have. 

You see, when we had the interim program the Air Force said they 
could only promise 110 wings. We said they could get 114. Now 
they are coming up with 115, because the thing is going a little better. 

Mr. Forp. By what date, Mr. Secretary ¢ 

Secretary Witson. June 30, 1954. 

Also, on the 120 wing interim program they thought they would 
get it somewhere in fiscal 1956, or perhaps by the end of calendar year 
1955. Now we are going to get 121 by June 30, 1955. 

There is also a slight change in the Navy figures from what we had 
in the book as first submitted to you. We are keeping 2 more com- 
batant ships, so the amount is 404, 

Mr. Wiceteswortn. That will be 404 warships and 676 other ships, 
or a total of 1,080? 

Mr. McNett. That is correct. 

Mr. Wiectesworrn. As of June 30, 1955? 

Secretary Witson. That is correct. 

Mr. WicctrsworrH. You have indicated in your statement, insofar 
as manpower is concerned, that there will be a decrease from 3,402,900 
as of December 1953, to 3,038,000 as of June 1955; which is composed 
of decreases in the Army, Navy, and Marine Corps personnel and an 
offsetting increase in Air Force personnel. 


SUMMARY OF STEPS TAKEN TO ACHIEVE MAXIMUM EFFECTIVENESS AND 
EFFICIENCY 


I notice your statement to the effect that great and encouraging 
progress is being made in organizing the entire Defense Dxpartment 
for maximum effectiveness and efficiency. I think it would be inter- 
esting to the Congress and to the country if at some point, either here 
in revising your remarks or elsewhere at an appropriate point, the 
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committee could have a pretty thorough summary of just what steps 
have been taken with a view to achieving maximum effectiveness and 
efficiency. 

That is an overall question which we have all been very much in- 
terested in for a good many years. I think anything that could be 
furnished in terms of organization or improved business methods or 
the = of procurement and production or in other fields would 
be helpful. 

eociory Wuzson. I might say briefly that essentially it is a clarifi- 
cation of organizational lines and responsibilities and a careful 
working out of staff and line functions. We have done away with 
some cumbersome boards like the Munitions Board, for instance. We 
are clarifying the procedures that are followed to get the right things 
done. 

Mr. Wiccteswortu. I assume that will all develop as we go along 
with the details. I think it would be interesting to see what elimina- 
tions have been possible and what additions or changes have taken 
place, so that we can get an overall look at the new setup as compared 
with the old. 

Secretary Witson. Yes. Well, of course, the real thing that counts 
is the number of people on the payroll, the total amount of money you 
are spending, and whether you are getting the job done or not. it is 
such a broad thing. I will make an effort to do what you suggest. 
(The following information was supplied for the record :) 


I believe we have made a good start since last January in placing the Depart- 
ment of Defense on a more businesslike basis. It is hard to isolate the actions 
taken to effect economies in calendar year 1953 from those initiated in prior 
years, since some of these actions took advantage of studies made prior to 1953. 
Many others reflect the new impetus given to continuing management improve- 
ment projects as a result of our special efforts to obtain economies. In general, 
however, it is fair to say that our drive to achieve intelligent savings substituted 
specific actions for protracted studies. The new climate created by this admin- 
istration also encouraged personnel at various levels within the Department of 
Defense to initiate and intensify efforts to achieve the most economical use of 
manpower, money, and materiel. 

One of our very first actions put an immediate halt to the expansion of civilian 
employment in the Department of Defense. This was followed shortly there- 
after by a directive to the military departments to reduce civilian employment 
by the end of May 1953 to 40,000 below the January 31, 1953, level. This goal 
was not only attained, but exceeded. In the 11 months ending December 31, 1953, 
the number of civilians on the Department of Defense payroll was actually re- 
duced by over 150,000. Some specific examples of how this reduction was ac- 
complished, without detracting from the combat effectiveness of the forces, are 
included in the attachments. 

After making an intensive review and analysis of the programs and progress 
of the Department of Defense early in the year, it became apparent that the pro- 
vision of equipment and the construction of bases were out of phase with per- 
sonnel and training. All the various program elements have now been realined 
and a much better balance attained. This has made possible a very sizable 
reduction in the new money required not only for fiscal year 1954 but also for 
fiscal year 1955. 

Management of the huge inventories of equipment and supplies held by the 
three military departments has been a particularly troublesome problem for 
many years, and had been greatly aggravated by the large scale of procurement 
since the start of the Korean war. The lack of adequate financial control in 
this area has been particularly costly. Although the Navy has employed a 
financial property accounting system for a great many years, the Army and Air 
Force have not. Special attention is now being given to the establishment of such 
systems in the Army and Air Force. Inventories in the continental depot systems 
of both the Army and Air Force are being placed under financial property ac- 
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counting. The system will be expanded as rapidly as possible to include inven- 
tories at post, camp, station and base levels worldwide and to depots overseas. 
With the completion of this program, responsible officials in all three military 
departments will have the type of financial information required for effective 
management of the supply system. 

The use of stock funds, wherever feasible, is also being pushed vigorously in all 
three military departments, and significant progress has been made during the 
last year, as is indicated in the attachments. These funds greatly facilitate 
management control over the procurement, stocking and consumption of common- 
use items. 

Use of indusirial funds to finance the cost of operating industrial or com- 
mercial-type activities is also being extended. This type of accounting will make 
it easier for the responsible officials in the military departments to evaluate the 
performance of these activities. It permits coordination of operating and fiscal 
responsibilities under a single management. The buyer-seller relationship be- 
tween an activity and its military purchasers or customers is encouraged and 
this creates pressure for economy. It also makes practicable common use of 
available facilities and inventories and reduces or eliminates overlapping or 
duplication of services and facilities. 

The entire problem of financial control is still under study by a committee of 
eminent businessmen and industrialists, which I formed last August. The 
recommendations of this Advisory Committee on Fiscal Oreanization and Pro- 
cedures will strongly influence all future programs in this area. 

We are not only reviewing our requirements for new equipment and supplies, 
but are also reexamining inventories already on hand. The heavy flow of new 
materiel into the warehouses of the three military departments has made it im- 
perative that unserviceable, obsolete, or surplus items be removed from the sup- 
ply system to reduce warehousing costs and free needed space. We have estab- 
lished a new project which we have called Operation Clean-Sweep, designed to 
accelerate the disposal of this surplus materiel. As is indicated in the attach- 
ments, good progress is being made by each of the military departments in 
accomplishing this project. 

I have touched only on a few of the highlights of our efforts to improve 
economy and efficiency in the Department of Defense; much greater detail is 
furnished in the attachments. A good start has been made but still greater 
economy and efficiency must be achieved in the coming year. Our problem is 
not only to eliminate existing waste and inefficiency, but also to prevent their 
recurrence in the future. This requires sound planning, from their very in- 
ception, of all aspects of our national-security programs and the provisions in 
each annual budget of only the minimum amount of funds required properly to 
accomplish those programs. Program imbalances and wasted effort on abortive 
projects will be minimized by sound planning. Money will be spent with more 
eare if excess authorizations and funds are not available for easy spending. 
The results of our efforts in this direction are reflected in the Department of 
Defense budget for the fiscal year 1955. 

Attachments 1, 2, and 3 are statements prepared by the 3 military Depart- 
ments giving examples of the types of things that have been done to improve 
management and to effect savings and economies during calendar 1953. 


ATTACHMENT 1 


DEPARTMENT OF THE ARMY: EXAMPLES OF ECONOMIES AND SAVINGS DURING 
CALENDAR YEAR 1953 


FISCAL MANAGEMENT 


1. Financial property accounting.—Heretofore, the Army has not maintained 
dollar figures on its inventories and issues, and as a result responsible manage- 
ment officials found it extremely difficult to control stock levels on the 114 
million separate items in the Army’s supply system. The Army has recently 
engaged six leading firms of certified public accountants to install, in each con- 
tinental United States depot, a set of accounts which wili give dollar figures on 
inventories and issues; this work has been substantially completed. The fi- 
nancial property system will then be extended to inventories at post, camp, and 
station levels within the United States, and to depot stocks and station stocks 
in overseas theaters. When this program is completed, all Army inventories 
and issues will be expressed in terms of both dollars and units. By combining 
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the dollar figures on inventories and issues for several items into data for a 
group of similar items, it will be possible for responsible officials to identify 
the classes of items which need attention, in order to prevent the accumulation 
of excess inventories. 

2. Army stock funds.—The Army stock fund program was expanded, in July 
1953, to include Zone of Interior depot-level inventories of medical and dental 
supplies and all subsistence. The capitalization of such inventories at the 
post, camp, and station level is contemplated by July 1, 1954. Continental 
United States depot stocks of general supplies category and the petroleum, oil, 
and lubricant category were incorporated in the stock fund program January 
1, 1954, 

3. Industrial funds.—Action has been initiated to place 9 additional industrial- 
type establishments under industrial funds and studies are underway as to the 
feasibility of placing 17 more installations under such controls within the 
next year. Examples of benefits which, in part at least, can be attributed to 
the use of industrial funds, are as follows: 

(a) At Rocky Mountain Arsenal 300 ungraded employees were eliminated 
and overtime was practically eliminated. Through the reduction of unit cost, 
a saving of $900,000 was achieved on one order for bomb clusters for the Air 
Force. 

(b) At the Philadelphia Quartermaster Depot a reorganization of production 
departments, scientific planning of cutting operations, and a better utilization 
of salvage material resulted in production economies of $95,000 in a 6-month 
period. 

(c) At Jeffersonville Quartermaster Depot a 23 percent reduction in per- 
sonnel strength and a 28 percent saving in monthly labor costs were achieved. 
Also, production efficiency was increased by the removal of inefficient machines, 
dies, and tools. 


B. PERSONNEL AND TRAINING 


1. During the period January 31 to December 31, 1953, a critical examination 
was made of the number of civilian personnel employed by the Army. By means 
of personnel surveys, closing of installations and improvements in management 
policies and practices, the civilian work force of the Army was reduced by 
approximately 77,000. 

Illustrative of the savings made was the elimination of civilian personnel 
offices servicing less than 300 employees, with a resultant elimination of 63 
employees. Another illustration is a more economical staffing of civilian per- 
sonnel offices within the continental United States, which resulted in a reduction 
of 478 civilian employees. 

2. To insure better utilization of available military manpower, tables of 
organizations, tables of distribution, and numbers of organizational units were 
critically examined and approximately 16,000 positions were eliminated. Per- 
sonnel filling these positions were reassigned to units operating below authorized 
strength. 

3. Army training operations are being phased more closely to input of person- 
nel and a number of major reductions and improvements have been made in the 
training establishment to accomplish necessary training at less cost and with 
fewer overhead personnel. These include— 

(a) Reduction in the number of training divisions from 10 to 7; male officer 
candidate schools from 8 to 3; replacement training centers from 12 to 5; and 
Army food service schools from 18 to 12, this last to be completed by the end of 
fiscal year 1954. 

(b) Elimination of the Southwest Signal School and projected elimination 
of the Signal Supply School and the transfer of students to other established 
schools. 

(c) Elimination of the Physical Training School by decentralizing this type 
of training. 

(d) Consolidation of 29 Army school courses into 14 courses, largely through 
better organization of the course material. ; 

(e) Reduction in the duration of 68 school courses as the result of improved 
organization of courses. 

(f) Reorganization of the Medical Field Service School so as to improve 
administration and reduce number of overhead personnel. 

(g) Minimum enrollment and production criteria have been established for 
schools participating in the Army ROTC program, which will eliminate those 
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schools which do not train or graduate sufficient students to justify their con- 
tinuance as ROTC training installations. 

(h) Major extension of general military science ROTC curriculum; i. e., con- 
version of 48 units to the new program which gives general rather than specialized 
ROTC training. Students will be assigned to branches shortly before commis- 
sioning and will be given such further training as may be necessary by appro- 
priate service schools. The result will be the elimination of surplus officers in 
some branches and deficiencies in others, caused by the fact that it is impossible 
to predict future needs for officers in particular branches at the time that students 
enter into the specialized portion (last 2 years) of their training. When all 
units have been converted to the new curriculum, approximately $50 million less 
in specialized equipment will be required by the ROTC program. 

(i) Advanced ROTC training (last 2 years) given in junior colleges, which 
does not result in the production of officers, will be eliminated, with a resultant 
saving of $1 million per year. 


C, PROCUREMENT AND PRODUCTION 


1. The use of alternate materials, improved production techniques, and changes 
in design resulted in savings of over 4 million pounds of critical materials during 
the last quarter of fiscal year 1953. For example, it is now possible to use 
ferritic welding rods instead of austentic rods in welding gun carriages, etc., 
which means not only monetary savings, but also savings in the use of scarce 
materials. Conversion to the new type saves 9 pounds of nickel and 20 pounds 
of chromium per 100 pounds of welding rod. 

2. Standardization on 3 in lieu of 17 different types of blades for cutting edges 
of motorized graders made it possible for the Army to cancel $241,000 in contracts. 

3. Much greater emphasis is being given to the use of local purchase instead of 
central procurement wherever more economical. Depots are huge enterprises 
created for the storage and distribution of great masses of material. Their 
physical facilities, organizations, and record-keeping processes are not designed 
to deal economically with small quantities of commercially available parts and 
supplies. It generally costs more for a depot to handle a few dollars worth of 
such supplies and parts than the total value of the item involved. Local pur- 
chase by depots and by posts, camps, and stations of small quantities of com- 
mercially available items for their own use is generally more economical. 
Although the procedures which provide for local procurement of these types of 
supplies have long been established, they have not been used to their full 
potential. The greater emphasis now being given to this program has produced 
results: 

(a) In fiscal year 1953 the proportion of the total procurement accomplished 
by the posts, camps, and stations, although relatively small dollarwise, in- 
creased 83 percent over the previous year. 

(b) During the period January 1 to June 30, 1953, approximately 70 percent 
of all procurement actions were accomplished at a local level. 

4. More extensive use of contractual arrangements which combine the advan- 
tages of central procurement with those of direct shipment from suppliers to 
users is reducing the flow of materiel through the depots. The result has been to 
eliminate multiple handling, warehousing and transportation of items covered 
by such contractual arrangements. 

5. From July 1 through October 31, 1953, the Army has obtained 21,475 Fed- 
eral Supply Catalog identifications of Army items. By finding Federa] identi- 
fications for these items, it became unnecessary to prepare and process individ- 
ual Army catalog identifications, at a cost of $9.72 each, with an estimated net 
saving of approximately $200,000. 


D. RESEARCH AND DEVELOPMENT 


A reappraisal of requirements resulted in the curtailment or termination 
of unpromising or unnecessary research and development programs which would 
have cost over $714 million. 


E. SERVICE OPERATIONS 


1. During the past year the following policies and procedures have been insti- 
tuted which have been effective in reducing per-mile and overall costs of oper- 
ating administrative motor pools: 

(a) Increased user-driver operations, thus reducing requirements for full- 
time drivers. 
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(b) Increased use of automobiles on a trip basis instead of individual assign- 
ment. 

(c) Substitution of bus runs for individual trips where practical. 

(d) Reduced maintenance costs through greater intervals of scheduled main- 
tenance and simplified procedures. 

These measures have resulted in a reduction in authorizations of 7,397 admin- 
istrative vehicles in the continental United States through January 1, 1954, 
despite the assignment of additional support missions to this administrative 
fleet as a result of reductions in number of vehicles in antiaircraft, training, 
technical, and administrative units. 

2. A review of the utilization of rented electrical accounting machines is now 
in process. Guidance has already been furnished to Army users of this equip- 
ment which will enable them better to plan their use of the equipment so as to 
minimize the amount of overtime rentals payable for extra shift operations. 

8. Revised tables of allowance for the Army Security Agency delete certain 
items of equipment with an estimated saving of $850,000. 

4. A reorganization of, and in some cases a closing of, Army attaché stations 
has resulted in an estimated saving of $86,500. 

5. Distribution of summaries of intelligence reports derived from shipboard 
interrogation of repatriated American prisoners, in lieu of photostating the origi- 
nal reports, saved approximately $750,000. 


F. FACILITIES 


In the execution of the military public works construction programs of the 
Army it is estimated that, through changes in projects and reduced costs, there 
will be an annual savings in fiscal year 1954 of approximately $120 million. Ex- 
amples of these savings are as follows: 

1. Reevaluation of requirements for construction has resulted in cancellations 
or reductions. For example, training facilities at Fort Eustis, Va., have been 
reduced $469,000, and reductions have been made in construction of post stockade 
and guardhouse at Fort Lewis, Wash., amounting to $400,000. 

2. The Chemical Corps proposed substitution of more economical temporary 
shelters for standard metal prefabricated warehouses resulted in savings of 


$6,250,000, of which $750,000 is from current funds and the balance of $514 mil- 
lion is a reduction in fiscal year 1955 budget estimates. 


G. SUPPLY MANAGEMENT 


1. Reduction of inventories.—Inventories of operating stocks in Zone of In- 
terior depots are being reduced to the authorized stock level and there is an 
embargo on all procurement actions which would result in depot stocks in excess 
of these levels. Moreover, procurement of secondary items, such as commercial 
items, has been reduced and spread over the year by quarterly allocations of 
funds, use of open-end and call-type contracts, phased deliveries into depots, and 
direct shipments from manufacturers to consumers wherever feasible. This pro- 
cedure permits more rapid adjustments to changing demands and minimizes the 
buildup of excess inventories. 

To insure compliance with these and other directives and to appraise the over- 
all functioning of the supply control program, inspection teams visit the Tech- 
nical Service supply control points periodically. If it is determined during these 
inspections that procedures in use are not adequate properly to control procure- 
ment or that items are being procured in excess of actual requirements, the chief 
of the inspection team has authority to embargo, on the spot, further procurement 
of those items. To date, this inspection procedure has caused many beneficial 
changes in the organization and administration of these supply control points. 
Reducing inventories reduces space requirements, effects direct savings in pro- 
curement, and achieves a faster turnover of items, thus minimizing the effects 
of obsolescence and deterioration. 

2. Interdepot shipments.—Successful efforts have been made to restrict the 
movement of supplies between depots, by better planning and closer control of 
shipments from suppliers. As a result, the figure for interdepot movements (in 
the United States) has been reduced from approximately 60,000 tons per month 
in 1952 to approximately 25,000 tons per month at the present time. It is be- 
lieved that further reductions can be made. Such reductions result not only in 
a saving of transportation costs but also in the paperwork necessary in connec- 
tion with shipment out of one depot and into another depot. 
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3. Supply management training—In June of this year the Army undertook 
the development of a manual of doctrine for supply management and a program 
of education based upon this doctrine. Under this program a private firm will 
develop a manual of doctrine for supply management (phase I); prepare an 
educational program on this subject from the manual (phase Il); prepare the 
necessary educational materials and conduct a course of training for instructors 
(phases III and IV). The first 2 phases of the project will be completed by June 
30, 1954. This training program supplements the existing supply training con- 
ducted by the Army within the established-school system, and should result in 
developing personnel better equipped to manage the Army’s supply program 
efficiently and economically. 

4. Partly as a result of such improvements, depot operating costs for the first 
9 months of calendar year 1953 have been $36 million less than they would have 
been had the December 1952 rate continued. 

5. Disposal of ercess and surplus property, Operation “Clean Sweep”.—An 
estimate made as of June 15, 1953, indicates that during the period July 1, 1953, 
through November 30, 1955, a total of approximately $2.1 billion (acquisition 
cost) worth of excess and surplus persona! property, worldwide, will be disposed 
of physically. This includes excess usable property, scrap, and salvage which 
will be generated during the period. Goals now established provide that: for 
fiscal year 1954 disposals of excess and surplus will amount to approximately $800 
million and the total objective (the disposal of $2.1 billion in surplus personal 
property) will be completed by November 30, 1955. Beginning with July 1, 1953, 
and as of October 31, 1953, the Department of the Army had processed approxi- 
mately $371 million (acquisition cost) worth of excess personal property, of 
which $101 million was redistributed within the Department of the Army, and 
$270 million disposed of to sources other than the Department of the Army. This 
action will conserve appropriations, as well as generate funds for the United 
States Treasury; reduce storage costs to the Army, and make available much 
needed storage space, thus reducing the need for construction of additional 
facilities. 


ATTACHMENT 2 


DEPARTMENT OF THE NAvy: EXAMPLES OF ECONOMIES AND SAVINGS DURING 
CALENDAR YEAR 1953 


A. FISCAL MANAGEMENT 


1. Financial property accounting.—The Department of the Navy has been pric- 
ing its inventories for many years, however, significant refinements are still being 
made in the accounting system. The following are two examples: 

(a) Stratification of inventory: This project will provide dollar value data on 
Navy inventory indicating the major purposes (current operations, mobilization 
reserves, foreign aid, etc.) for which it is held. 

(bv) Fractionation of inventory: This project will further subdivide the in- 
ventory into segments to indicate demand experience and relative value (i. e., 
fast-moving items, moderately fast-moving items, slow-moving items, high-unit- 
value items, low-unit-value items, ete.). This system will enable the Navy in- 
ventory managers to concentrate their attention where most needed. It will also 
permit the development of various procurement and distribution techniques 
appropriate to each segment of the inventory. 

2. Stock funds.— 

(a) The Marine Corps stock fund, which identifies common-use standard stock 
items in all major supply classifications, was established on July 1, 1953, and is 
now providing responsible agencies with more accurate and timely data on con- 
sumption of supplies. It will also permit more efficient procurement and dis- 
tribution of supplies. Coverage of the fund will be expanded by the addition 
2 — 12,000 items in January and 10,000 more in May 1954 to the 35,000 now 

e fund. 

(b) The Navy stock fund was further expanded during the year to include 
common electronic items. 

3. Industrial funds.—The conversion of Navy industrial and commercial type 
activities to industrial fund operation was greatly accelerated during the past 
year. The Charleston and Norfolk shipyards; the Forest Park, Indian Head 
and Corona, Calif., naval ordnance factories; the Naval Research Laboratory ; 
the Marine Corps clothing factory; and all elements of the Navy Printing Serv- 
ice were all brought under industrial fund operations in 1953. In the next 6 
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months the program will be extended to 4 more shipyards: New York, Boston, 
Portsmouth and Puget Sound. The savings which can be realized under this type 
of operation are illustrated by the following two examples: 

(a) Navy Printing Service: A comprehensive program of analysis of opera- 
tions and techniques has been established, and management improvement tech- 
niques recommended for two district publications and printing offices which will 
result in anticipated savings of not less than $40,000 per annum. Overall pro- 
duction efficiency has increased 51% percent. This is tantamount to the monthly 
production of material valued at $20,000 available for sale with no increase in 
personnel. 

(6) Marine Corps clothing factory, Philadelphia: Establishment of workday 
standards for 99 percent of all operations by utilization of work-measurement 
techniques, enabled accomplishments of the fiscal year 1958 program with 20 per- 
cent fewer operation personnel, at a savings of $800,000. 


B. PERSONNEL AND TRAINING 


1. In the area of manpower large reductions have been made in both military 
and civilian personnel. From January 31 to December 31, 1953, civilian person- 
nel have been reduced by approximately 46,000. This reduction was attributable 
in part to the end of active combat in Korea but more importantly through a 
continuous reevaluation of various programs, increased emphasis on the policy 
of farming out work to industry, elimination and reduction of work considered 
to be of less essential or urgent nature, and better utilization of available 
personnel. 

2. Although most of this reduction was achieved in the larger activities, par- 
ticularly the industrial type, possibilities for small savings were not neglected. 
The following are a few examples of the latter: 

(a) A management survey of the amphibious base, Little Creek, Va., resulted 
in the elimination of 7 civilian positions and led to the streamlining of proce- 
dures with substantial savings of man-hours and materials. Yearly monetary 
savings of $20,275 were achieved, and improved procedures made 8,171 man-hours 
available for more productive work. 

(b) A program of converting addressing methods to the Scriptomatic system 
is underway. Three naval districts have completed conversion during the year. 
An annual savings of 12 military billets, 5 civilian billets, and $31,759 in machine 
rental has been effected. 

(c) As a result of more comprehensive utilization of punched card and ad- 
dressing equipment, the commandant of the 9th Naval District effected a reduc- 
tion of seven civilian billets. This reduction amounts to a savings of 
approximately $20,600 annually, and the procedural revisions installed results 
in simplified and more accurate record keeping. 

(d) A special Marine Corps reenlistment program has been in effect during 
the year. It is estimated that at least one-third of the reenlistments resulted 
directly from this new emphasis. A savings of approximately $2,700 is realized 
from each reenlistee in eliminated training and outfitting costs for a total 
eventual savings of about $11 million. In addition, the continuation of these 
trained marines on active duty insures a more efficient corps. 


C. PROCUREMENT AND PRODUCTION 


1. In providing for alterations to ships of the reserve fleet and Naval Reserve 
training vessels, the decision was made to fund only those alterations which are 
most essential to the operation of the vessels, and to defer funding alterations of 
lower priority. As a result of this action, it was possible to reduce $17,400,000 
from amounts appropriated for such alterations. 

2. In the field of electronics procurement, a survey of all outstanding orders 
was made by the Bureau of Ships and some were eliminated primarily because 
of changes in requirements. This action resulted in a reduction of $33,500,000 
in budgeted funds. 

8. Nonprocurement of major procurement items which reevaluation indicated 
should not be procured at this time, and procurement savings due to price de- 
creases where the Bureau of Yards and Docks directed savings were not to be 
used for additional procurement, saved $9,368,573. 

4. The Bureau of Ships continued its efforts in the direction of conservation 
of critical materials. For example, conservation reports for the first half of 
the year indicate that an estimated 3 million pounds of stainless steel will be 
saved during the year by the substitution of less critical material for flywheels 
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and bases for engines. In a single conservation action involving the reuse of 
parts of obsolete mine-countermeasures equipment, approximately $350,000 was 
saved. 

5. The Bureau of Aeronautics has continuing programs for improving operating 
and production techniques which produce important savings of Manpower, ma- 
terial, and leadtime, as well as substantial dollar savings. For example, the 
tinkertoy program of modular design and mechanized production of certain 
electronics equipment potentially results in direct cost savings to the manufac- 
turer and, indirectly, on later contracts to the Navy in the magnitude of 30 
percent, while other programs, such as that for eliminating critical materials 
in jet engine blade forgings, should ultimately result in savings of up to 60 

reent. 

Oe. Progress was made during the year in conversion of guided-missile con- 
tracts from cost-plus-fixed-fee to fixed-price type. The largest single Bureau of 
Ordnance guided-missile production contract was converted during October 1953 
to a fixed-price incentive type. Efforts are continuing to convert missile procure- 
ment as rapidly as possible to contract forms which provide a definite incentive 
to industry to reduce costs and to operate at maximum efficiency. 


D. RESEARCH AND DEVELOPMENT 


1. Reevaluation by the Bureau of Yards and Docks of contractual require- 


ments in the research and development field eliminating duplication saved 
$195,824. 


E. SERVICE OPERATIONS 


1. In February 1953 the Secretary of the Navy, after consultation with the 
Armed Services Committee of the House, concluded that the Navy oil drilling pro- 
gram in Alaska was uneconomical and ordered the suspension and orderly close- 
out of the Naval Petroleum Reserve No. 4. As a result of this order, savings in 
funds already appropriated may exceed $3 million. 

2. The rapidly increasing cost of punched-card operations required a close re- 
view of the entire program. One particular problem area was the low utilization 
at periodic intervals in many of the departmental installations. A study of 
possible consolidation and resulting economies was made. As a result, the 
punched-card cross-servicing plan was approved which established a pricing 
system for evaluating punched-card jobs and for interchange of workload among 
departmental installations to offset low productivity periods. It will allow a 
reduction in personnel and machine requirements with consequent Department- 
wide savings estimated at $200,000. Also, as a result of this cross-servicing plan, 
primary savings in the punched-card equipment field have been in the area of 
equipment rental reduction. Since January 1953, Establishmentwide rental costs 
have been reduced by approximately $503,000. These savings were achieved by 
realining functions and tightening management controls, and by emphasizing 
cross servicing aimed at distributing workload among different punched-card 
installations in the same geographical area. 

3. As a supplement to the Navy’s continuing reports management program, an 
intensive onetime review has been made of all recurring Navy reports required 
or prepared at the activity or command level. Responsible officials at those levels 
were directed to accomplish all possible reporting improvements in terms of 
reports cancellation, simplification, and reduction of frequency. This review 
was completed on October 29, 1953, with the following results: 

(a) Naval activities and commands canceled 2,473 reports and improved 958 
eo reports with an estimated savings of approximately 472,000 man-hours 
per y 

(BD i addition, activities and commands submitted to their management 
bureaus recommendations for the improvement or cancellation of departmental 
reports. Action taken on these recommendations resulted in the cancellation of 
50 reports and the improvement of 61 reports, with an estimated savings of 
60,000 man-hours per year. Total accomplishments of the onetime review were 
thus: 2,523 reports canceled and 1,019 reports improved, resulting in a savings 
of 532,000 man-hours per year distributed throughout the Naval Establishment. 

4, Reevaluation of aircraft overhaul costs and procedures indicates that a 
carefully planned reduction in the degree of overhaul, coupled with eprennts 
in eflicieney, reduced overhaul costs in 1953 by an estimated $8,600 

5. Procedures for savings bond accounting were revised in all « SRE 
activities to provide for the use of the calculating punch instead of the more 
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expensive tabulator. The summary punch machine permits faster processing, 
lower rental cost equipment, and use of only one card per account instead of 
two per account under the old method. Another new procedure eliminates the 
necessity of preparing check-issue cards at all Navy activities except the field 
branch using card checks. The new procedure will reduce the number of check- 
issue cards by 20 million per year. These two improvements result in a savings 
of $38,850 per year in card costs alone. 

6. Navy cooperated with the Army in the development and adoption of a stand- 
ard contract covering stevedoring services. To date, dollar savings to Navy 
alone have been at least $277,000. 

7. A revised procedure which substitutes certificates in lieu of permanent 
citations for air medals and bronze star medals awarded by delegated authority 
has resulted in annual savings estimated at $20,000. Previously, each award 
was reported to the Citation Branch of the Medals and Awards Division by a copy 
of a temporary citation. This copy was logged, checked for accuracy of bio- 
graphical data, then the permanent citation was composed, edited, typed, and 
proofread. The revised procedure requires only the checking of the temporary 
citation for legal accuracy and typing the certificate. 

8. The reduction in scope of operations at the Naval Radio Station, Bainbridge, 
Md., incident to the transfer of its major function to the Naval Radio Station, 
Imperial Beach, a component of the Naval Communication Station, San Diego, 
California, has permitted the anticipation of a net savings to the naval com- 
munication system in the amount of $117,000 per year. 

9. The Naval Research Laboratory has instituted a program of adjusting 
station maintenance requirements thereby reducing personnel and, in certain 
areas, accomplishing maintenance on a contract basis in lieu of using station 
labor when a savings can be effected. Economies effected during the past 6 to 9 
months include the elimination of 45 automotive vehicles and the reduction of 36 
employees as follows: 15 general artisan employees (painters, carpenters, plumb- 
ers, pipefitters, and machinists), 4 mail and records employees, 9 custodian em- 
ployees, 6 facilities engineers, and 2 boiler firemen. In some areas, such as 
typewriter repair, it has been determined that the work can be performed more 
economically on an outside contract basis. This has resulted and will result in 
further reductions in station labor. 

10. The consolidation of certain administration functions between the Inspec- 
tor-Instructor Staff of an Organized Marine Corps Reserve Ground Unit and the 
staff of the commanding officer of the Organized Ground Unit was effected. As 
a result, it is estimated that approximately 40,000 hours per year, or $58,307.65 
in terms of pay and allowances, will be saved in the accomplishment of the 
normal administrative workload for all Organized Marine Corps Reserve Ground 
Units. Also, whereas.two complete sets of publications were previously main- 
tained, only one set is now maintained. A savings of approximately $9,200 per 
year for the next 5 years will result from the fact that it will not be necessary 
to print and replace certain administrative books heretofore required. 4 

11. On October 1, 1953, the Marine Corps abolished the system of processing 
and distributing hometown news releases and commenced joint utilization of the 
Navy Department’s Fleet Hometown News Center. This action has resulted in 
more effective control of the program, utilization of fewer personnel, and stand- 
ardization and efficiency in the program. The Marine Corps has been able to 
Save approximately $46,000 of the $54,000 home community news release fund 
that was not expended during the first quarter, fiscal year 1954. Further, this 
fund will not be required in future years. 


F. FACILITIES 


1. As a result of action initiated early in the year, many Shore Establishment 
maintenance projects which had been planned for accomplishment at the field 
activities of the Bureau of Ships were deferred. A reduction in civilian per- 
sonnel at these field activities was also accomplished by June 1953. This made 
possible a reduction of $17 million below the amount originally budgeted for 
these functions. 

2. A project for conversion of the heating plant at the Reserve Training 
Center, Spokane, Wash., has been financed at a cost of $19,500. This resulted in 
an annual payroll savings of $15,900 and 4 positions. The planning stage for two 
similar projects has been completed and will be financed in the near future. The 
resulting savings for each will be approximately equal to the savings obtained 
at the center at Spokane. 
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@. SUPPLY MANAGEMENT 


1. An inventory system for office machines and furniture was established, and 
an instruction was issued permitting the initiation of procurement only when 
there was assurance that existing equipment was fully utilized or was a liability. 
A formal procedure was also introduced providing that all declarations of sur- 
plus should be made to the administrative officer. These are screened to deter- 
mine if the equipment is in usable condition and if it can be used elsewhere in 


the Department. Orders by the bureaus and offices of the Navy Department for 
office machines, furniture, and other supplies lave decreased by approximately 
$100,000 per month since the beginning of this calendar year. This amounts toa 
reduction of over $1 million during 1953. 

2. A reappraisal of the inventory position of many hull and machinery com- 


ponents and repair parts resulted in a decision to reduce tle inventory levels 
from those existing at the end of January 1953. Reduction of inventory levels in 
turn resulted in decreased budgetary requirements for procurement of the com- 
ponents and repair parts. A total of $60 million was removed from the amount 
appropriated for these programs as a result of this reduction in stock levels. 

3. A review by the Bureau of Ships of all maintenance material requirements 
for support of electronics equipment in use, together with a reduction of in- 
ventory levels and an improvement in inventory control, made possible a reduc- 
tion of $16,500,000 in the amount budgeted for the procurement of such material. 
In addition, the Bureau standardized the specification requirements for radar 
equipment, a move which is expected to result in further savings of about $6 mil- 
lion a year. 

4. As the result of changing from a statistical approach to a line item analysis 
of requirements for ordnance spare parts, approximately $16 million was saved 
from fiscal year 1953 and 1954 funds. The new system provides a more accurate 
basis for computing requirements. 

5. According to analysis of work measurement reported for calendar year 1952 
compared with the first 9 months of 1953, there has been a net reduction of 12 
percent in the cost per ton of ammunition handling. This amounts to approxi- 
mately 837,000 man-hours and a direct pay savings of approximately $1,250,000, 
This savings was achieved by improved methods, better utilization of equip- 
ment and more efficient controls. 

6. An improved procedure for the preparation and review of allowance lists 
for automotive, construction, and weight handling, materials handling, and rail- 
road equipment permitted a reduction of $5,175,000 in the planned fiscal year 
1954 procurement of equipment. 

7. The material handled throughout the Navy supply system is counted in terms 
of measurement tons. The Bureau of Supplies and Accounts empioys over 
50,000 personnel to handle the measurement ton workload of the supply system. 
Continuous and intensive effort toward improved productivity is being exerted 
through application of better methods, procedures, and management techniques. 
From January 1953 to date, a 7 percent improvement in productivity has been 
achieved. Based on the number of employees assigned, the average annual 
savings due to the increase in the rate of labor productivity is estimated to be 
approximately $18 million. 

8. On January 30, 1953, the Office of Naval Material instituted a navywide 
program for review of material in inventory to eliminate inactive and excess 
material. This review program is scheduled to be completed by July 1, 1954 
and indications, so far, are that about 5 percent of the material is excess and 
may be disposed of. Thereafter, the program review will be on a continuous basis. 

9. It was determined that stock levels of Navy clothing had been built up to 
the extent that continued operation of the Navy Clothing Factory, Brooklyn, was 
no longer economically feasible. Accordingly, the factory was closed on April 
30, 1953, and 800 employees released. Future clothing requirements will be pro- 
cured from commercial sources on a contract basis. 

10. The Navy implemented an educational program stressing proper procedures 
for handling, identifying, and segregating scrap material. This program greatly 
helped in recovery of 165,000 tons of ferrous and nonferrous scrap sold by Navy 
for approximately $5,500,000. Thirty million pounds of copper scrap, and 9 
million pounds of lead scrap were recovered and refined. 

11. Inspections by the Marine Corps have resulted in the orderly and efficient 
retrenchment at the Marine Corps Forwarding Depot, Portsmouth, Va. This 
will result in releasing the buildings and grounds now occupied in Norfolk proper 
before the end of the current fiscal year, with an approximate savings of $65,000 
in operating and maintenance costs. 
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expensive tabulator. The summary punch machine permits faster processing, 
lower rental cost equipment, and use of only one card per account instead of 
two per account under the old method. Another new procedure eliminates the 
necessity of preparing check-issue cards at all Navy activities except the field 
branch using card checks. The new procedure will reduce the number of check- 
issue cards by 20 million per year. These two improvements result in a savings 
of $38,850 per year in card costs alone. 

6. Navy cooperated with the Army in the development and adoption of a stand- 
ard contract covering stevedoring services. To date, dollar savings to Navy 
alone have been at least $277,000. 

7. A revised procedure which substitutes certificates in lieu of permanent 


citations for air medals and bronze star medals awarded by delegated authority 
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¥. FACILITIES 


1. As a result of action initiated early in the year, many Shore Establishment 
maintenance projects which had been planned for accomplishment at the field 
activities of the Bureau of Ships were deferred. A reduction in civilian per- 
sonnel at these field activities was also accomplished by June 1953. This made 
possible a reduction of $17 million below the amount originally budgeted for 
these functions. 

2. A project for conversion of the heating plant at the Reserve Training 
Center, Spokane, Wash., has been financed at a cost of $19,500. This resulted in 
an annual payroll savings of $15,900 and 4 positions. The planning stage for two 
similar projects has been completed and will be financed in the near future. The 
resulting savings for each will be approximately equal to the savings obtained 
at the center at Spokane. 


= 

wast 
of a 
graph 
proof 
citati 
| 8.3 | 
ers, pi 

ployee 

typew 

econo 

furthe 


G@. SUPPLY MANAGEMENT 


' 1, An inventory system for office machines and furniture was established, and 
f an instruction was issued permitting the initiation of procurement only when 
| there was assurance that existing equipment was fully utilized or was a liability. 
A formal procedure was also introduced providing that all declarations of sur- 
plus should be made to the administrative officer. These are screened to deter- 
mine if the equipment is in usable condition and if it can be used elsewhere in 


the Department. Orders by the bureaus and offices of the Navy Department for 
office machines, furniture, and other supplies liave decreased by approximately 
$100,000 per month since the beginning of this calendar year. This steounts to a 


reduction of over $1 million during 1953. 
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9. It was determined that stock levels of Navy clothing had been built up to 
the extent that continued operation of the Navy Clothing Factory, Brooklyn, was 
no longer economically feasible. Accordingly, the factory was closed on April 
30, 1953, and 800 employees released. Future clothing requirements will be pro- 
cured from commercial sources on a contract basis. 

10. The Navy implemented an educational program stressing proper procedures 
for handling, identifying, and segregating scrap material. This program greatly 
helped in recovery of 165,000 tons of ferrous and nonferrous scrap sold by Navy 
for approximately $5,500,000. Thirty million pounds of copper scrap, and 9 
million pounds of lead scrap were recovered and refined. 

11. Inspections by the Marine Corps have resulted in the orderly and efficient 
retrenchment at the Marine Corps Forwarding Depot, Portsmouth, Va. This 
will result in releasing the buildings and grounds now occupied in Norfolk proper 
before the end of the current fiscal year, with an approximate savings of $65,000 
in operating and maintenance costs. 
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12. Operation of a central reporting area for all materials handling equipment 
at Marine Corps Supply Annex, Barstow, Calif., has resulted in an estimated 
annual savings in man-hours equal to $7,375. 

13. Location of material, by class, in warehouses, to expedite receipt and issue 
of stocks under the new revolving stock funds system, has produced an estimated 
annual man-hours savings equivalent to $17,500 at Marine Corps Supply Annex, 
Barstow. 

14. Utilization of warehouse trailers pulled by lifts to augment those pulled by 
tractors resulted in a savings of $9,900 per annum at Marine Corps Supply Annex, 
Barstow. 

15. The Marine Corps Forwarding Depot, Portsmouth, Va., has developed a 
rail loading technique for lumber which has produced a 94 percent reduction 
in man-hours required to load a flat car. It is estimated that utilization of this 
technique at Portsmouth will provide a savings during 1953 of $68,000 and, when 
installed Marine-Corps-wide, will provide a yearly savings of approximately 
$125,000. 

16. Development of a self-tilting 2-wheel, tilt bed trailer which can be hooked 
or unhooked from the prime mover by 1 individual independently of the bed, re- 
sulted in an annual savings in man-hours equal to $1,052.92 at Marine Corps 
Base, Camp Pendleton. 


ATTACHMENT 3 


DEPARTMENT OF THE AIR Force: EXAMPLES OF ECONOMIES AND SAVINGS DuRING 
CALENDAR YEAR 1953 


ENCLOSURE 1: AIR FORCE ACHIEVEMENTS IN 1953 (INITIATED SUBSEQUENT TO 
JANUARY 21, 1953) 
Manpower and personnel 


1. Utilization of USAF personnel.—At the accession of the present administra- 
tion the Air Force was geared, in planning, procurement, and training, to a goal 
of 143 combat wings, with an eventual personnel cost of 1,185,000 military and 
442,000 DAF civilian personnel. The program involved attainment of 112 wings 
by June 30, 1953, which would have required 1,016,000 military and 325,400 civil- 
ians. This computed requirement reflected the results of a detailed review of 
manning documents which had been conducted in late 1952 and early 1953. 

During April 1953 the Air Force was informed that for end fiscal year 1954 
it would have a military ceiling of 960,000 and a DAF civilian ceiling at 305,000. 
Under these and other limitations the Air Force objective was revised. An in- 
terim 120-wing program was adopted, with 110 wings to be attained by June 30, 
1954. 

Even with the reductions previously effected and with the deletion of all pos- 
sible support-type units, the cost in numbers of military personnel for the 110- 
wing structure was in excess of 997,000, under previously validated manning 
standards. This same program called for 115 wings by the end of fiscal 1955 
with a cost in numbers of military personnel of 1,031,000 and for 120 wings by the 
end of fiscal 1956 at a cost in numbers of military personnel of 1,053,000. 

Desirous of resolving the apparent military deficit and reducing the onhand 
military and civilian strength while increasing from 106 to 110 combat wings (and 
with a further desire to do everything possible to increase the strength above 110 
wings), the Air Force took drastic action to further limit the manpower drain 
generated by support functions. Bands were reduced in number. Lower man- 
ning standards were established in such areas as air police, motor vehicle, food 
service and major headquarters, resulting in the recapture of military personnel 
authorizations. 

Missions and workloads of the major subcommands were analyzed, with 
resultant savings. For example, Alaskan Air Command was reduced by over 
1,700 military personnel ; approximately 700 military and civilian authorizations 
were removed from the manning documents of the Air Research and Development 
Conui:mand; student and overhead requirements in the Air.Training Command 
were lowered through leveling of training loads; reductions were made in the 
Continental Air Command by consolidating reserve records; the Air Material 
Command’s onhand strength was reduced by 14,000 civilian employees. 

It was decided in May 1953, that great economies would develop if foreign 
nationals were hired to perform certain support functions being done overseas 
by military personnel. It was felt that the following advantages would accrue 
from such a program: (1) the foreign national could be hired at a very low 
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cost. For example, $900 average for Japanese nationals and $1,700 average for 
French nationals; (2) the enlisted man replaced by the foreign national would 
become available for use in a combat unit; (3) the support elements taking care 
of the replaced military would also become available since there would be no need 
to support the civilians; (4) it would reduce the travel of the military and their 
dependents; (5) the pipeline supporting the numbers exchanged for civilians 
would be correspondingly reduced; and (6) better relationships would exist 
between the Air Force and the foreign countries involved because of the reduc- 
tion in military personnel and the use of that country’s civilians. 

In order to put this program into effect, it was directed that funds made 
available by the reductions at the Air Materiel Command and other commands 
were to be put in a reserve account and to be used only in the program referred 
to as project Native Son. The amounts placed in reserve as a result of these 
reductions amounted to approximately $34 million overall, of which approxi- 
mately $32 million was represented by the AMC reductions. Furthermore, these 
reductions were phased over a period of time so as not to necessitate wholesale 
reduction in force procedures and to permit to the maximum extent absorption 
by normal attrition. The cost of hiring additional indigenous personnel for 
overseas employment for the balance of fiscal year 1954 as currently developed 
will require an expenditure of $12 million of these funds. This obviously does 
not represent an annual cost since the project is still in the process of implemen- | 
tation. It is estimated that on the basis of what has already been done, approxi- 
mately 35,000 military spaces will be shifted from overhead activities to combat 
and combat support areas as a result of this project. It is further intended 
to extend the project gradually as time goes on. 

In summary, the imposition of lowered manning standards within the Air 
Force, the prerelease policy (described more fully under a separate heading 
herein as the early release program), and projects such as Native Son resolved 
the manpower shortages which were apparent at the beginning of the fiscal year. 
In addition, utilizing the savings generated by the reduction in support functions, 
the Air Force will attain not only the 110 wings originally programed but will 
activate five additional wings during fiscal year 1954. Further, three essential 
air transport squadrons and several miscellaneous flying units, previously beyond 
the capability of support, and hence deleted, will be accommodated within exist- 
ing ceilings. Also the pilot training rate has been increased from 7,200 (the 
rate estimated in April 1953) as obtainable to 7,800 per year. 

In addition to this increase in the combat capability of the Air Force, the man- 
power savings accomplished this year have permitted a reduction in planned 
military strength and DAF civilian strength. While adequate funds to attain 
a strength of at least 960,000 military personnel are available from current 
appropriations, the Air Force will attain its fiscal 1954 115-wings objective with 
no more than 955,000 military personnel, 299,000 civiilans and 80,800 foreign 
national personnel. 

In terms of indicated dollar savings over and above the 5 wings addition to 
combat strength, the personnel costs (pay, allowances, aud travel) for the present 
planned 115-wing structure, with no more than 955,000 military, 299,000 civilians 
(including 38,000 foreign nationals paid from civilian personnel funds) and 
80,860 foreign national personnel paid from other than civilian personnel funds, 
would total $4.429 billion on an annual basis. In contrast the 110-wing program 
would have required, based on manpower policies existing in April 1953, 997,000 
military personnel, 305,000 civilians (including 30,000 foreign nationals paid 
from civilian personnel funds) and 71,700 foreign nationals paid from other 
than civilian personnel funds, at an annual personnel cost of $4.586 billion. The 
Air Force savings is greater than the difference between the 2 figures stated 
above since this difference does not reflect the absorption of the cost of the 5 
additional wings and other support units and at this writing, we have no esti- 
mate on which the present cost could be compared with the April cost for the 
115-wing program. 

Thus the Air Force is building the larger force—115 combat wings plus addi- 
tional units—at a personnel cost of $157 million less annually than would have 
been required for 110 wings under previous personnel and manpower policies. 
In looking at the Air Force of the future the difference in cost in men and money 
becomes even greater since the Air Force on the basis of the improvements made 
this year and the policies put into effect now will man 115 wings in fiscal 1954 
with an end strength of 955,000 military persennel; will man 120 wings in fiscal 
1955 with an end strength of 970,000 military personnel; will man 127 wings in 
fiscal 1956 with an end strength of 975,000 and will man 137 wings in fiscal 1957 
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with an end strength of 975,000 military personnel. These figures should be 
compared with the estimates in existence at the beginning of calendar 1953 which 
were as follows: 

110 wings—997,000 military personnel 

115 wings—1,031,000 military personnel 

120 wings—1,053,000 military personnel 

As a matter of interest, the Air Force has now shaken down so that the 
December 31, 1953, onboard figures are approximately 920,000 military personnel 
and approximately 287,000 civilian personnel. In April 1953, there were approxi- 
mately 980,000 military and 305,000 civilians in the Air Force. Now that the Air 
Force has shaken down to a firm base, personnel figures will be increased by the 
end of fiscal 1954 to no more than 955,000 military and 299,000 civilians. The 
Air Force will now begin to build toward its planned end strength for fiscal 
1954 on a firm basis. 

2. Early release program.—A review of the fiscal 1954 and fiscal 1955 military 
personnel programs indicated that in certain nontechnical skills large sur- 
pluses existed while in certain technical skill areas large shortages existed. 
Other reviews demonstrated a tremendous imbalance in losses in the 2 years and 
consequent imbalance in procurement requirements. These conditions were 
created by (1) the rapid expansion which took place immediately after the out- 
break of hostilities in Korea; (2) the fact that the Air Force was compelled 
under previous directives to absorb the so-called category 4 personnel which 
could only be utilized in the nontechnical skill areas, thereby creating surpluses 
in those areas; (3) the reduction of standards which in themselves created 
surpluses; (4) the fact that with Korea a large number of 4-year enlistees 
entered the Air Force during fiscal 1951 and fiscal 1952 who would in turn be 
separated in fiscal 1955 and fiscal 1956. 

The problems that had to be solved in the light of these conditions were the 
following: (1) within the 960,000 military personnel end strength limitation 
to remove surpluses while at the same time replacing them with men capable 
of being trained in the technical skills where shortages existed in fiscal 1954 
or would exist in fiscal 1955 and fiseal 1956; and (2) to minimize the peaks and 
valleys of the input into basic military and technical training. 

If no action had been taken to remove surpluses in the nontechnical skill 
areas there would have been no possibility to recruit persons capable of going 
into the technical skills since concurrently the Air Force was dropping from a 
strength of approximately 980,000 military personnel to 955,000 military per- 
sonnel. The normal losses to be generated in fiscal 1954 would not have been 
sufficient to permit the input of new enlistees needed for fiscal 1955 and fiscal 
1956. In addition, the training loads during the two fiscal years would have 
varied as much as 100 percent. This would have required a considerable reduc- 
tion in training facilities during fiscal 1954, and a requirement for full utilization 
of these same training facilities during the following year. 

Also inherent within the problems was the necessity for the transfer out of 
the training schools of a large number of instructors and base support-type 
personnel and their consequent replacement the following year. Naturally these 
actions would have caused duplicative expenditures of travel funds and the 
maintenance of facilities on a standby basis. 

In order to meet the problem, the Air Force (1) released those enlisted 
personnel who had had 2 years’ service and who showed no indication of a 
capability to attain a standard of performance necessary to handle the complex 
aireraft equipment. These persons were not to be permitted to reenlist. (2) 
Separated enlisted men in surplus categories who had but 1 year to go on their 
enlistment and who did not intend to reenlist. This was done since, if the 
enlisted man only had 1 year to go on his enlistment and he was surplus at 
the time and would continue to be surplus during the whole balance of his en- 
listment, he would be of no value to the Air Force during that year. Further, 
1 year was too short a time to retrain them in a technical skill and get any use 
out of them before their enlistment expired. (3) The Air Force separated those 
airmen returning from overseas who did not desire to reenlist provided they 
had 6 months or less to go on their enlistment. It was felt that before these 
men could be assigned to any worthwhile function in the United States and 
before any real use could be gotten out of them, their enlistment would have 
expired and the Government would have gotten no use out of this 6 months. 
This also tended to save travel costs since they would not, upon return to the 
United States, be ordered to a duty station for the remainder of their enlistment 
and then separated to go home. 
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Under this program approximately 62,000 airmen are being separated early 
with a consequent savings in pay and travel. 

8. Reduction in military travel—During 1953 a number of actions were taken 
to reduce military personnel travel within the Air Force. Particular attention 
was directed toward reducing the number of permanent change of station moves. 
Specific examples of actions taken to reduce the frequencies of these moves are 
as follows: 

(1) Tours of duty for airmen in the Zone of Interior were stabilized effective 
October 1, 1953, by requiring 18 months residency before becoming eligible for 
overseas assignment instead of the 12 months formerly required. : 

(2) Similarly, officers must have 18 months retainability in service before 
being assigned overseas instead of the 12 months formerly required. 

(3) Since August 1, 1953, overseas requirements for 3-level skills requiring 
technical schooling are being filled directly from technical training bases rather 
than levying quotas on commands, thus saving from 1,500 to 2,000 moves per 
month. 

(4) We have lengthened the dependent tours in FEAF thus reducing rotation 
travel. 

(5) We have eliminated the 3- and 5-year enlistments for male airmen and 
now require either a 4- or 6-year enlistment thus reducing turnover and separa- 
tion and procurement travel. 

(6} Effective December 1, 1953, USAF officers arriving at ports of embarka- 
tion (POE) for permanent change of station overseas will not be retained in 
the POE in excess of 72 hours. When assignment instructions from the overseas 
commander are not available to comply with this time limit, the officer will move 
overseas by the most expeditious means (maximum use of air travel recom- 
mended) to be assigned upon arrival thereat. This will eliminate the wasted 
period of time spent waiting for assignment and the time required to process 
the assignment is profitably spent in travel. 

(7) Action has been taken to direct that AFROTC officers assigned to their 
first ZI duty station will not be reassigned overseas nor will they be moved by 
this headquarters between ZI major commands unless they become voluntary 
indefinites with long service retainability. Such action precludes expensive 
travel for personnel with low service retainability. This does not prevent the 
major ZI commander from moving these officers intracommand, however, it will 
be suggested to these commanders that such moves are probably uneconomical. 

Of course, even with these savings, the travel costs of the Air Force necessarily 
increased in fiscal 1954 over the original estimate. This was due to the fact 
that the early release program, the calling back from overseas of personnel 
exchanged under Project Native Son, and the separation of certain numbers of 
marginal officers resulted in travel costs to be paid in fiscal 1954 which were not 
contemplated at the time the original travel estimates were made. However, 
the total personnel savings generated by the various projects more than offset 
the travel costs involved and in future years will also result in substantial 
reduction in programed travel costs. 


Reserve forces 


1. Air Reserve review.—On assuming responsibility, the present administra- 
tion found the Air Reserve program to be the target of serious criticism from 
individual reservists and service organizations. Although it was recognized 
that the program had been crippled by the Korean recall to active duty of all 
30 of the Reserve wings and 22 of the 27 Air National Guard wings, involving 
more than 170,000 of the most active reservists, the situation indicated the need 
for a thorough and competent review of the organization and training program 
of the Air Reserve. 

Accordingly, the Chief of Staff was directed to establish such a review board, 
to be composed of officers from the Regular Establishment, the Air Reserve, and 
the Air National Guard. The report of this board, under the chairmanship of 
Lt. Gen. Leon Johnson, was submitted August 24, 1953, and its recommendations 
have been or are in process of being put into effect. 

While the primary emphasis of this review is on increasing participation by 
the reservists and improving the effectiveness of the training, administration, 
and morale of the Air Reserve, rather than to effect savings, it is a fact that with 
full accomplishment of the board’s recommendations manpower and money sav- 
ings will accrue. 
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Some of the board’s recommendations which will result in savings are: 

(1) Reevaluation of the operation of Reserve flying training centers, looking 
toward merging certain elements of the present permanent party support detach- 
ments with the Air Reserve wings, and greater utilization of Reserve personne] 
in lieu of permanent party. 

(2) Reorganizing certain Reserve flying wings on the detached squadron basis, 
and attaching certain such squadrons to existing Regular flying elements and 
bases for training and support. 

(3) Merging the functions of the present district headquarters and specialist 
training centers into newly named Air Reserve centers. 

(4) Review of the long-range Reserve construction program, which review is 
scheduled for completion March 15, 1954. Current progress of the review shows 
evidence that through realistic approaches regarding criteria and requirements 
for Reserve facilities, considerable savings can be effected in the implementation 
of the long-range construction program for the Reserve forces. 

(5) In the interest of providing accurate information and analysis regarding 
the amount and utilization of financial support furnished the Air Force Reserve, 
institution of an annual cost analysis and statement of such support. 

Air Reserve boards center.—A savings of 702 personnel resulted from the estab- 
lishment of a Central Reserve Records Center to replace the records centers 
maintained by the 4 numbered Air Forces. Spaces have been, and will be, 
withdrawn from Continental Air Command as follows: 


Total spaces 
Withdrawal date Officers saved 


January 1954 39 509 572 
April 1954 13 117 130 


52 626 702 


The Reserve Records Center was established November 1, 1953, and is 
scheduled to become fully operational by March 1, 1954. Through the centralized 
operation as now established, which permits better use of space and equipment, a 
savings of 80,000 square feet of office and operating space has been effected over 
that previously required ; additionally a savings of $35,000 annually on rental of 
I. B. M. machines, and a reduction of 163 in the number of Addressograph 
machines previously employed in the maintenance of Reserve records has 
resulted. 

2. ROTC program.—Following the accession of the present administration, 
reviews of the Air Force ROTC program indicated qualitative and quantitative 
maladjustment. Because of a lack of emphasis on the basic Air Force need (i. e., 
flying), graduates who were either unwilling or were not qualified to go into air 
crew flying training would be coming out in numbers in excess of Air Force re- 
quirements for, and ability to absorb, nonrated personnel. The corollary to this 
would be a failure on the part of the Air Force to meet the Air Foree need for 
quality rated personnel. 

Immediate steps were taken to reslant the program toward students motivated 
toward and qualified for the basic Air Force skill of flying, and also to create 
eontrols over juniors admitted to the advanced courses (it is the junior and 
senior years of ROTC where the larger costs per student develop), to keep gradu- 
ate production within numbers which would be efficiently absorbed by the Air 
Force. A plan was contemplated to stabilize the ROTC program so that it would 
not go through the violent ups and downs that had happened heretofore as a 
result of program changes. 

The following comparison of the initial (pre January 20, 1953, program) and 
revised (post January 20, 1953, program) programs shows the result of this 
effort to recast the production of Air ROTC graduates to fit into the require- 
ments and ability of the Air Force to use such graduates efficiently. (The figure 
and word “rated” in footnotes indicate the number qualified and willing to go 
on into air-crew flying training.) 
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Initial | Revised | | Initial | Revised 


Fiscal year 1954 freshmen Fiscal year 1954 graduates __.- 
Fiscal year 1955 sophomores. Fiscal year 1955 graduates. 
Fiscal year 1956 juniors 36, 400 3 Fiscal year 1956 graduates....| 427,750 
Fiscal year 1957 seniors 


1 3,500 rated. 
2 eet fiscal 1954 and pater ies mre | graduates only in the number which the Air Force can use for 2 years 
active duty will be commissioned, all such active duty spaces being filled by “best qualified” competi- 
tion. Those not commissioned will receive certificates of completion. When they have discharged their 
selective service obligation by enlistment or otherwis>, they will be commissioned as Resarve officers and 
as such will discharge their remaining Reserve obligation. For fiscal 1954 graduates, estimated to be 
approximately 14,000, it is expected that all who are willing and qualified to enter air crew flying training 

ih comm issioned, plus about 1,000 in the nonrated but primarily technical categ>ries. Of those 
seniors, who will fr raduate in fiscal 1954, over 8,800 have indicated their willingness for flying training but 
it is anticipated that some of these will be found not qualified for eur into the flying schools because it 
was not until this year that physical and stanine tests were given to the students electing flying training 
in their junior year. However, so far as fiscal 1955 and fiseal 1956 graduates are concerned, the numbers 
indicated for rated will enter flying training since they have already been given their physical and 
stanine tests. 

3 6,200 rated. 

48,050 rated. 

10,000 rated. 


Attention is invited to the fact that under the revised program from fiscal 1954 
through fiscal 1956, the Air Force with approximately 47 percent less ROTC 
graduates will produce approximately 21 percent more rated personnel under 
the revised program than would result under the initial program. 

In addition to improving the quality and utilization of Air ROTC production, 
it is estimated that this recasting of the program will result in a money savings 
for fiscal 1954 of $4,146,000 and by fiscal 1956, when the original program would 
have peaked, a money savings of over $10 million per year. 


Financial management 

1. A planned carryover of fiscal year 1954 funds.—In consonance with the ob- 
jectives of the administration, the Air Force has reviewed and revised its fi- 
nancial program in order to obtain the most effective current use of funds 
already appropriated, to accomplish programed objectives and procurement 
therefor in an orderly manner, and specifically, to minimize actual expenditures 
during the fiscal years 1954 and 1955. As a result thereof, the Air Force esti- 
mates that approximately $2.9 billion of funds appropriated will not be re- 
quired to be obligated during fiscal year 1954. This means that for the first 
time in many years it has been found possible actually to plan a carryover of 
substantial funds. As a matter of fact, approximately $1.7 billion is to be 
specifically placed in an administrative reserve by the Air Force; additional 
transfers to this reserve from the presently estimated carryover of $2.9 billion 
will be made as 1954 programs are further finalized. Practically all of this 
will be applied toward the financing of requirements in fiscal year 1955, thus 
reducing the amount that otherwise would be required for appropriation for 
fiscal year 1955. These actions are representative of the continuous effort to 
reduce expenditures in the current and future fiscal years. 

2. Expenditure reduction program.—Pursuant to the determination of the ad- 
ministration to effect expenditure reductions in all Government departments in 
fiscal year 1954 and 1955, the Air Force in August 1953 established a special 
expenditure reduction program. This was initiated at secretarial level and has 
been carried forward by the Comptroller of the Air Force with the active cooper- 
ation of various elements in the Air Staff. The program embraces not only a 
system for reporting the broad dollar implications of actions taken to reduce 
expenditures, but also a method of furthering continuvus reduction and followup 
of opportunities to reduce expenditures. It is believed that this centralized 
and coordinated effort to seek ways and means of bringing our expenditure level 
down to the greatest extent consistent with the discharge of our responsibilities, 
Prone sony a significant and timely function in the financial management of the 

r Force. 

8. Working capital funds—industrial funds and stock funds.—Working capital 
funds provide for the operation of industrial-type and commercial-type activi- 
ties of the Air Force (called industrial funds) and for the acquisition and re- 
= of inventories of common use standard stock items (called stock 

ds). 
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Activities with working capital funds operate on a businesslike basis of re- 
ceiving orders or requisitions and billing the military purchasers for the products, 
services or merchandise furnished. A businesslike buyer-seller type of relation- 
ship is maintained. Payments by the military purchasers are charged to ap- 
propriations granted by Congress for specific purposes and are redeposited ii 
pa a capital fund. Generally speaking, charges are at cost or estimated 


pero funds: On January 1, 1953, the use by the Air Force of the stock fund 
concept was limited to clothing. However, on July 1, 1953, the stock fund con- 
cept was extended to include aviation fuels and medical-dental supplies. The 
Aviation Fuels Division and the Medical-Dental Division of the Air Force stock 
fund began operations on July 1, 1953. 

The use of information provided by the accounting system for the Clothing 
Division of the Air Force stock fund has enabled several commands to take ac- 
tion to reduce clothing inventories materially, bringing them into line with sales. 

Stock fund operations in the Far East Air Forces are a vivid example of the 
value of dollar accounting in supply management. Based upon an analysis of 
information developed by the clothing stock fund accounting system, we have 
been able, as an example, to reduce the Far East Air Forces share of the cloth- 
ing stock fund to a practical and economical working level. As a result of our 
analysis we were able to reduce Far East Air Forces inventories from $10,600,000 
to $5,600,000, or about 50 percent. A recent report indicates an early objective 
of an additional $2,500,000 reduction in these inventories which will make a to- 
tal reduction of $7,500,000 or about 75 percent. We have also been able to bring 
the clothing sales store operating costs into a proper relationship with sales 
volume. 

The overall Air Force clothing activity is probably the largest haberdashery 
business in the world with assets of raw material and finished goods on hand 
totaling over $300 million in value. Sales average more than $100 million a 
year, and, since overall financial statements reflecting the condition of this fund 
became available, supply management has been able to reduce and hold procure- 
ment to approximately 20 percent of sales, thus reducing the investment of the 
Government in this gigantic business while improving its operations. 

Industrial fund: On January 1, 1953, the Air Force had only one activity oper- 
ating under the industrial fund concept, i. e., the printing plant at Kelly Air Force 
Base, Tex. Based on the results of a study directed early in 1953, the Air 
Materiel Command has been authorized to place six additional Air Force printing 
plants under industrial funds not later than July 1, 1954. A study is currently 
being made of the Military Air Transport Service to determine its adaptability 
to the industrial fund concept. An accounting system for all Air Force laundry 
and dry-cleaning plants has also been developed for use when such activities are 
placed under industrial funds. 

4. Appropriation and expense accounting.—On October 1, 1953, the Air Force 
appropriation and expense accounting instructions were materially revised to 
include a new chart of accounts which will provide for the accumulation of better 
data for budget estimates and management analysis. 

The appropriation and expense accounting system is the beginning of an at- 
tempt to tie a dollar cost to functions performed. Several Air Force commands 
have made excellent use of appropriation and expense data for an analysis of 
expenses. 


Procurement and supply 


1. Rephasing of present procurement programs.—The procurement schedules 
for all aircraft and aircraft equipment have been reexamined in the light of new 
decisions to expand the Air Force. As a result, it has been possible in several 
cases to reduce monthly production rates and to level out production. Thus, 
unnecessary peaking of deliveries of certain items is avoided, permitting a more 
orderly flow of the equipment to the Air Force activities. This action also pro- 
vides a prolonged manufacturing capability which will keep alive the going air- 
craft industry. Current annual dollar expenditures are reduced as production 
is deferred. This is one of the actions that enables the Air Force to organize 
more combat wings, while at the same time requesting less money from Congress. 

As examples, the Boeing B-47 jet bomber program at Wichita, Kans.; Tulsa, 
Okla.; and Marietta, Ga.; and the Beech T-34 single engine trainer production 
at Wichita, were planned for production over a longer period 

2. More orderly phasing of aircraft production.—A more conservative approach 
has been adopted in scheduling and placing new aircraft into production. During 
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the force buildup following the Korean outbreak, some aircraft were of 
necessity committed to high rates of production at the earliest possible date in 
their development. Because of the urgent need for higher quality aircraft, much 
of this development was done hastily. As a consequence, extensive modification 
work was required on aircraft just off the production line. This proved very 
tly. 

Onfrective this year, production of certain models is being withheld until develop- 
ment of the equipment is proven. This is true of the pilotless aircraft prograin 
in particular. 

When the new models are placed into production, the initial monthly rate 
will be very low. The aircraft produced will be intensively tested for technical 
soundness before going into mass production. The period of initial low produc- 
tion will generally be about 18 months in duration, at the end of which the output 
will be accelerated. 

Several aircraft have already been selected for rephasing of this type. The 
McDonald F-101, a long-range strategie fighter of swept-wing design; the Con- 
vair F-102, advanced design delta-wing interceptor ; and the Cessna T-37 twin-jet 
trainer are the first to be scheduled for a lower initial production rate. 

3. Cancellation of certain procurement projects.—A restudy of the Air Force’s 
materiel requirements indicated that improvements could be made in some 
projects which were of marginal value. For example, the requirement for the 
Beech T-36 twin-engine trainer was reviewed and found not essential to the Air 
Force pilot, navigator, and bombardier’s training program. Work on two prote- 
types of this aircraft was stopped and the production program with Beech Air- 
craft and Canadair was canceled. This program, if continued, would have cost 
approximately $200 million. 

As another example, it was determined that the scheduled production for 

+119 and C-123 model aircraft no longer required two plants. On June 24, 
1953, the Secretary of the Air Force, Harold E. Talbott, ordered the termination 
of the contract with Willys Motors, Inc. (formerly the Kaiser Manufacturing 
Co.), for the production of the C-119 and C-123 transport aircraft. The cost 
of the aircraft produced at the Willys plant was found to be higher than the cost 
of those produced by Fairchild, the original contractor, because of the tooling-up 
costs and the lower level of experience at Willys. Incomplete aircraft were trans- 
ferred to the Fairchild Corp. at Hagerstown, Md., while those in the final stages 
of production were left at Willys for completion. 

4. Greater effectiveness in procurement procedures—During 1953 the Air 
Force improved its buying methods. First it more carefully checked its require- 
ments to be sure that no more was purchased than was needed. This means 
large stocks shouldn’t pile up which may become obsolete before being used. 
It also means that the minimum of Government funds will be invested. Easy- 
to-get items are now bought as they are needed. 

From time to time in the past, contractors had to start getting ready for 
production of a new article before design work had been completed and before it 
was decided how much to buy. This has been stopped and such orders as had 
been placed in the past are being cleared up. The older practice was necessary 
because of the urgency of the Korean war. The new practice is made possible 
by the peace, and the new philosophy that we gear our plans to no specific D-day. 
As the President said, “We are confronted with living in an age of peril and 
not a moment of danger.” 

Improved buying methods, to make Air Force buying much the same as suc- 
cessful commercial companies use, and to cut out redtape, have been adopted, 
Airplanes, enginés, and other items are being purchased by forms of contracts 
which give contractors an incentive to produce at less cost to the Government. 
Emphasis is being placed on buying on a fixed-price basis. The whole object 
of the new buying program is to get ‘‘more Air Force per dollar.” 

5. Heavy press program.—At the beginning of 1953, the Air Force was in the 
midst of a program for buying a large number of heavy presses. These are 
huge machines which can exert pressures anywhere from 8,000 to 50,000 tons. 
They are to be used in forging or squeezing out large single members for our 
most modern aircraft. Because of the fact that the single members are larger, 
and can be produced faster by the heavy presses, those presses permit much 
more rapid production of aircraft. This is an important consideration in plan- 
ning against an emergency. The presses are very big and very heavy. They 
are correspondingly very costly. In fact, they are too big and too costly to be 
economically worthwhile to private industry. They are important to the Air 
Force from a mobilization standpoint. 


d : 

d 

k 

j 

) 


34 


During 1958 the necessity for buying these presses was reviewed by the Air 
Force in the light of new conditions and new projected aircraft production 
programs. As a result, a decision was made to reduce the number of presses 
purchased from 17 to 10. This will permit the Air Furce to reduce anticipated 
costs for this program by $100 million. 

6. Design change for supplying electrical power to B-47 parking aprons.—In 
September 1953, a review of preliminary designs for electrical power supply to 
B47 aircraft parking aprons at 16 bases disclosed that unnecessary refinements 
had been included in the design. The major items that could be deleted wére 
special transformers, metal-clad switch gear and an excessive number of pull 
boxes. Deletion of these items and substituting less costly but adequate equip- 
ment resulted in reducing the cost of each system by amounts varying from 
$100,000 to $300,000. The estimated total saving for the 16 systems is approxi- 
mately $2,500,000. 

7. Revision of the broad base mobilization policy.—A review of the Air Force 
mobilization policy led to the determination that changes could be made in the 
light of chanved conditions and philosophy. 

On June 17, 1953, the Secretary of the Air Force announced the Air Force 
production reserve policy which superseded the former Marshall broad indus- 
trial base concept. This new policy is designmed to provide the Air Force with 
an industrial base capable of supporting current requirements including attri- 
tion and modernization, and the capability to expand rapidly to meet our 
mobilization rates of output on a more economic basis than would have been 
possible under the older broad base policy. The J-47 engine program may be 
cited as an example. While we have 3 producers capable of rapid expansion 
for mobilization, only 1, General Electric at Evendale, is producing in volume. 
The other two are being held in varying degrees of readiness, including pilot-line 
production. This is being done by developing a close and harmonious relation- 
ship between the prime manufacturer and the second source. This relationship 
is being developed to the point where the second source keeps its facilities, 
know-how, and organization completely current. The result is a great strength- 
ening of our industrial base and a rapid expansibility of production of our 
latest models regardless of when an emergency should require them. 

Some producers, whose productive capacities are now considered excess to 
mobilization needs of the Air Force, had been included in the broad base policy. 
They are being phased out of the program. These include: 

(a) Facilities not yet in production. An example is Kaiser Aluminum Co., 
Ohio, for a standby heavy-press plant. 

(b) Plants with production excess to requirement. For instance, Studebaker 
for J-47 engines; Nash-Kelvinator for R-2800 engines; Willys Motors Inc., 
Dowagiac, Mich., for R-1300 engines. 

Conversely, where the study showed the mobilization base was not broad 
enough, we instituted second sources of production to increase the security of the 
Nation. An example of this is the B-52 program. As this aircraft was ready for 
expanded production, a second source was established at Boeing Aircraft Co. in 
Wichita, Kans. This has the advantage of dispersal of production to a relatively 
secure inland position. 

8. Reduction of sunply and buying establishments—During 1953 the Air 
Force took a very critical look at all of its establishments devoted to purchasing, 
supply activities, and other such support functions. As a result, a number of in- 
stallations were eliminated. These reductions helped the Air Force to increase 
the number of combat wings while at the same time actually cutting back the 
number of men in uniform. 

Six separate offices devoted to procurement activities were closed. These of- 
fices were large centers located in various parts of the United States. Their 
functions were not eliminated, but were transferred to existing depots. 

As another example, the Air Force had a depot in the Northeast Air Command 
in Newfoundland. That depot was closed and its functions taken over by exist- 
ing installations in the United States. 

Much of the Air Force supply type of operations had been concentrated at 
Dayton, Ohio. This concentration became unwieldy. As many as 1,200,000 
papers were channeled into that one headquarters in a year. To reduce the in- 
efficiencies inherent in this mass of paperwork, much of the activity was divided 
among 14 existing depots throughout the United States. This decentralization 
was brought to full fruition in 1953. 
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9. Work measurement project for depot overhaul—The purpose of this proj- 
ect, established early in 1953, is to define the steps in the maintenance process, to 
measure the labor required, and to set production standards. We have employed 
the nationally known accounting firm of Ernst & Ernst as consultant, for organ- 
izing a management engineering office in Air Force Headquarters, and are training 
Air Force personnel in this type of work. To date standards have been set for 
over half of maintenance operations. 

Apart from the tremendous longer term benefits from the management engineer- 
ing initiated, we are finally beginning to get accurate data from which we can 
compute the capacity of our depot system. 

The second phase of our work measurement project was approved near the end 
of the year 1953, This includes the development of standard cost accounting, pro- 
duction control, and maintenance scheduling, based on the work-measurement 
system. This should give us for the first time a management system wherein 
the same standard work units form the basis for : Controlling production ; account- 
ing for man-hour, supply, equipment and dollar utilization; scheduling the flow 
of work through maintenance ; and reporting on the amount and effectiveness of 
results achieved. 


Research and development 


Because of the necessity of maintaining an Air Force that is at all times 
qualitatively superior to any potential enemy, the Air Force has been principally 
concerned with providing an assurance that: 

1. We are working on the right projects ; 

2. That these projects are proceeding with the greatest speed: 

3. That areas of research and development only remotely related to our major 
mission should have their emphasis diminished. 

Since January, then, our efforts have been principally concerned with an 
assessment of the entire Air Force research and development program, present 
and planned. 

This has resulted in: 

1. An improvement in the aircraft nuclear-propulsion program to accelerate 
the availability of test engines and engine-test facilities while reducing the 
overall cost to the Government. 

2. The serious reduction in the amount of research and development being 
placed on the nonmateriel aspects of psychological warfare and social science 
research. 

3. Concentration of our air defense research and development activities in the 
Lincoln laboratory operated by the Massachusetts Institute of Technology and, 
through this, the reduction of duplicatory efforts at other institutions. 

4. Extensive analysis and review of the 2,800 line items in the Air Force 
research and development program which has had the effect of increasing the 
research and development emphasis in strategic air and air defense, 

5. Assessment of facilities needs of our nine bases and laboratories engaged 
in research and development and test activities. 

6. Specific review and realinement of the level of effort and progress being 
made by our guided-missiles programs. 


Installations 


The Air Force installations group has brought about many real but difficult 
to appraise economies in the handling of the public works program. 

These economies have resulted largely from better management, greater dele- 
gation of authority to the field to correct bad conditions before costly expendi- 
tures have been made, improved reporting of fiscal and construction records 
and the application of machine accounting to shorten the time between actual 
occurrences and the reporting to the reviewing authorities. 

Further economies have been effected by the revision of construction standards 
looking to more economical design and methods of construction together with a 
continuing review of the requirements and criteria to eliminate unnecessary 
construction and extravagant facilities. 

A group of disinterested civilians prominent in the construction industry 
conducted a comprehensive review of Air Force construction and methods of 
procedure and made a number of recommendations for improvement, all of which 
will result in improved handling of the public works program. 
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ENCLOSURE 2: AIR FORCE ACHIEVEMENTS ACCELERATED OR IMPLEMENTED IN 195% As 
THE RESULT OF SPECIAL EFFORTS TO OBTAIN ECONOMIES OF OPERATION (WHICH WERE 
CONCEIVED PRIOR TO JANUARY 21, 1953) 


1. Improved method for computing spare engine requirements.—During the 
past year, the Air Force has revised its actuarial procedure for computing pro- 
jected requirements for spare engines which technique had received special study 
in 1950. The current revision is based on the use of factors developed from a pro- 
cedure similar to that used by the life-insurance companies in predicting life 
expectancies. The adoption of this method is enabling the Air Force to predict 
more realistically how long an engine of a certain type will last before it must 
be removed for major overhaul. This improves the basis for determining Air 
Force requirements and improves the scheduling of engine deliveries. 

In the initial application of this technique to the B-47 aircraft engines (J-47), 
at the time the revised fiscal year 1954 budget estimates were prepared last 
spring, the number of spare engines planned for procurement was reduced by 
about 4,000 at an estimated savings of $200 million. Additional reductions in 
planned expenditures will result from a reduced requirement for spare parts used 
in overhauling engines as well as a lesser number of engine overhaul and storage 
facilities. 

This method is now being applied in developing spare requirements for all 
major engines for which statistical data are available. Additional savings 
should result from a lowered requirement for most of these engines. 

2. Higher cost item control.—The Air Force has determined that a very small 
part of the total inventory of spare parts accounts for the major portion of spare 
costs. Approximately 60 percent of the dollars expended for initial spares is 
invested in only 2 percent to 3 percent of the number of items provided. Em- 
phasis of management on these high-cost items which may cost from $500 to 
$250,000 each, logically will effect the greatest savings. 

Following studies initiated in 1952, a project was formally establish in Oc- 
tober 1953, to introduce into the inventory control system the application of vary- 
ing degrees of accountability, control, and reporting based on the item unit value, 
expendability status, and level of maintenance to which the item can be eco- 
nomically subjected. This is now being accomplished by classifying the items 
into high-cost (over $500 unit cost), medium-cost, and low-cost (under $10 unit 
cost) categories. High-cost items are to be subjected to detailed accounting 
control, and reporting of assets on a worldwide basis. Reparable cycles of these 
will be reduced to a minimum. Medium-cost items will receive normal contro! 
similar to that currently in effect. Lowecost items will receive a lesser degree 
of control. The objective of this varying degree of control is to concentrate con- 
trol on approximately 16,000 items which constitute the major dollar expenditures 
for materiel. Procuring and stocking a minimum number of high-cost items can 
save millions of dollars. 

The initial application of this type item control was service-tested on the B-47 
airframe spares. The concept is now being expanded to other classes. Major 
commands, and Zone of Interior depots were oriented on high-cost item control 
procedures at a conference conducted on August 31, 1953. These commands have 
been instructed to apply these procedures without delay. 

3. Monetary inventory accounting.—The Air Force is now implementing the 
monetary control of military supply inventories, which has been under develop- 
ment since 1951. This monetary accounting is desirable for supplementing the 
current “quantity and item control’ management of supply activities. In- 
ventory control in dollars will provide management data on turnover of certain 
classes of stocks, will measure true consumption from depot level to bases and 
will provide additional data for computation of materiel requirements. It will 
make possible reduction of accumulations of inventories which generate prob- 
lems of excess and surplus stock storage. The first phase, begun in February 
1953, has been completed. It embraced the accounting for the supply classes at 
all continental AF depots. While the period of experience in this area is ex- 
tremely short it has been possible to dispose of 1,168 items worth $1,200,000 in 
one subproperty class and 1,400 items worth $800,000 im another. This system 
is now being expanded to the base level. It is anticipated that when this contro! 
is applied to all Air Force depots and bases, worldwide, it will also result in 
large savings in warehouse space. 

4. Local purchase.—The expansion of the local purchase system started prior 
to 1953, was a definite step toward increasing the economy of supply operations. 
It now provides that items common to civilian use, and of which the military uses 
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only a small proportion of the total civilian production, shall now be obtained 
by local purchase. A substantial portion of everyday consumption-type admin- 
istrative and houskeeping supplies, including minor civilian-type maintenance 
items, are involved. 

Substantial savings will be derived from the procurement at the using level 
of these expendable items from the normal civilian distribution system. The 
costs of supply operation related to central procurement and wholesale dis- 
tribution within the military system are eliminated; a large inventory invest- 
ment is no longer necessary; reshipping costs are saved; manpower and facil- 
ities requirements for these functions are reduced. 

At present, approximately 75,000 items have been or are in the process of 
being authorized for local purchase. 

5. Reduction in packaging costs——As part of a continuing program initiated 
prior to 1958 for improving and standardizing packaging procedures and tech- 
niques in order to increase effectiveness and reduce costs, packaging costs are 
going down as smaller and lighter containers are being developed and used. By 
July 1953 changes in packaging techniques and the use of padded vans for ship- 
ment ef expensive electronic trainers and accessory test equipment led to an 
estimate of $1,023,000 savings that could be effected in fiscal year 1954. In 
like manner, the development of new packages for aircraft rockets led to an 
estimate of $8 million savings for fiscal year 1954. 

6. Vehicle preventive maintenance program.—In December 1952 the Air Force 
presented to the joint services a refinement of the preventive maintenance and 
inspection system for vehicles. The proposed system reduced inspection and 
servicing requirements on administrative vehicles, closely paralleling com- 
mercial fleet practices. At a subsequent joint services conference on November 
10-11, 1953, the results of a service test of this system were reviewed. The 
services agreed to adopt the complete system immediately. 

Under the new system, maintenance schedules were extended to be more 
closely alined with schedules recommended by the vehicle manufacturers: 1,000- 
mile or 60-day inspection requirements were extended to 2,000-mile or 90-day 
inspections for administrative vehicles. Unnecessary procedures were eliminated 
and shop management techniques were improved. As a result, under the service 
test, vehicles were maintained to the same high standards with 10 percent less 
personnel. The service test proved that the following dollar saving per vehicle 
per year can be obtained under the new system without adversely affecting the 
condition or serviceability of the vehicles. 


Trucks (1-ton or less) 
Trucks (1%-ton) 


This saving per vehicle, projected Air Forcewide, will result in savings of 
$4 million per year. 

7. The IRAN maintenance concept.—Past concepts of aircraft reconditioning 
have required that equipment be returned to the using organization in a like- 
new condition. Upon completion of the depot work the flying time recorded 
against a particular aircraft was, in effect, turned back to zero. The require- 
ment for economy of operation in maintenance-engineering has led to the estab- 
lishment of the IRAN program. It is a new principle of overhaul called in- 
spection and repair as necessary. Under this program, the Air Force performs 
only that repair work which is considered necessary. The aircraft is put into 
condition which will permit it to perform its mission efficiently and safely until 
the next reconditioning cycle. Components and equipment are repaired to the 
maximum economical extent instead of being replaced. Many of the supplies 
and much of the manpower previously required for bringing an aircraft to an 
“as new” condition are now saved. 

The implementing directive for this new maintenance concept (IRAN), which 
had been developed and tested prior to 1953, was published and disseminated to 
field and depot organizations in late July 1953. Information accumulated be- 
tween July and December 1953 indicated that aircraft, under the IRAN concept, 
were requiring an average of 28.4 percent less time in depot-type facilities, and 
an average of 30 percent less man-hour expenditure per aircraft. This experi- 
ence, when projected against the aircraft maintenance portion of the fiscal year 
1955 program, resulted in a budget estimate which is approximately $86.5 
million less than the total dollars which would have been required to accomplish 
the same amount of aircraft maintenance under the old concept. 
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8. Base level accounting systems.—After many months of discussion, a project 
team was directed, early in 1953, to develop a single integrated accounting system 
for Air Force base level use. As a result of the study performed by this project 
team, a proposed Air Force financial controls system has been developed and 
submitted to the Office of the Secretary of Defense for review. This proposed 
system was activated on a test basis at McChord Air Force Base during the fall 
of 1953. The system is also currently being installed on a test basis at 2 other 
Air Force bases. This accounting system—or financial controls system—is a 
modernized system which will make it possible for managers and commanders 
to exercise sound financial management and expense control. 

9. Air Force maintenance practices —Many improvements in our management 
practices were given stimulus and greater impetus during 1953 and resulted in 
substantial economies in the field of Air Force maintenance-engineering. Basic 
philosophies in keeping our air fleet in a state of constant readiness have incor- 
porated to an increased degree the application of sound business principles in the 
areas of personnel, production, and industrial facilities. 

A balance has been established between purely military missions and those in 
which industry can participate. For example, approximately one-half: of the 
job, or the equivalent of over 70,000 man-years is now being done by commercial 
industrial sources. This action, of course, reduces the need to construct military 
maintenance facilities to meet peak periods. It further serves to retain our 
commercial defense plants in a healthier state. 

Other improvements can be measured. A policy of decentralizing repair re- 
sponsibilities to using and direct support organizations in lieu of sending items 
back to a central source has lowered costs by nearly $100 million, not consider- 
ing the cost required previously in transporting the items between the user and 
the central depot. 

10. Use of civilian-type items—For several years the Air Force has been re- 
placing some of its specialized military-type items with ordinary civilian-type 
items. In many cases, an ordinary commercial piece of equipment is just as good 
as one that may have been designed ‘or rugged field use. During 1953 this type 
of substitution was greatly accelerated. As an example, many of the vehicles 
that were issued to air bases, both at home and overseas, were of the ordinary 
civilian type rather than the military type. The cost of each vehicle is at least 
25 percent lower than the specialized type, and the service provided is just as 
satisfactory. 


ENCLOSURE 3 : EXAMPLES OF MANAGEMENT IMPROVEMENT PROGRAM ACCOMPLISH MENTS 
AT ATR FORCE BASES REPORTED DURING CALENDAR YEAR 1953 


For the past several years, the Air Force has maintained a continuing pro- 
gram for the improyement of its management efficiency. Within the atmosphere 
of austerity created as a result of the present Air Force budget, however, and in 
line with the reductions and curtailments of money and manpower which have 
resulted, these improvement efforts have been given additional stimulus and 
acceleration, resulting in further achievement. Typical of the results of the 
general program are the following items reported (though not necessarily 
initiated) in 1953: 

1. Correspondence reduction.—As a result of a study on the processing of mes- 
sages within Flight Service Centers, Flight Service Command in MATS was able 
to reduce the number of copies of messages from 2 to 1. During the first 6 
months of 1953 this resulted in a saving of approximately 4 million pieces of 
paper. The dollar saving cannot be accurately estimated as Airways and Air 
Communications Service procured the double copy paper prior to 1953, but is 
estimated at $5,000 per year. The man-hour savings are also difficult to esti- 
mate, but this system helped Flight Service to absorb an increase of 1 million 
messaves (18 percent) without additional personnel. 

2. Forms management.—A study of the number of forms used in Alaskan Air 
Command was conducted in conjunction with the forms-management program. 
An overall reduction of 8 percent in forms in use resulted. Of these, 40 were 
completely eliminated and 44 processed for standardization. Examples of 
elimination of forms through standardization were 22 mess forms and 9 re- 
stricted area passes. Using information contained in AFM 9-1 for computing 
savings, an estimated $18,642 per year will result. 

3. Banking procedure.—A survey of the methods of making deposits by the 
various fund-producing facilities within an Air Force hospital indicated that 
6 or more separate fund custodians travel from the hospital area to the banking 
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facility with a frequency of some 6 trips a week to 6 trips a year. The follow- 
ing procedure of banking was devised for a pilot test: An enlisted messenger 
was properly bonded, and 6 custodians of the various funds turned their slips, 
deposits, and requests for change funds, etc., over to the messenger. 

At this station, the system outlined above effected a saving totaling $8,619 
for the year, the breakdown being: man-hours saved dollarwise was $4,702.20 
and the transportation figures at 20 cents per mile equaled $3,916.80. This sys- 
tem also resulted in freeing a number of individuals for other tasks, and in 
partially offsetting the shortage of vehicles available to the hosiptal. 

4. Courier operations.—Reciprocal locked pouch service for mail has been 
initiated between Headquarters Air Defense Command and the headquarters of 
the three defense forces. This service permits the secure transmission of classi- 
fied information through the United States mails. Prior to the initiation of this 
service, registered packages containing classified documents were damaged in 
transit, requiring extensive investigation by the OSI. Some investigations of 
this nature have covered a period of several months, at a cost of thousands 
of dollars; this method of transmission, therefore, eliminates the expense of such 
investigations as well as avoiding the compromise of information vital to security 
of the Nation. 

5. Records management.—A study of Air Force filing supplies was developed 
for the purpose of standardizing such items as folders, guides and labels. As 
a result, in place of 22 file folder items listed in the USAF Supply Catalog, there 
will be 7, selected as adequate and economical for all filing requirements. The 
present 10 items of file guides (letter and legal size) listed in the catalog will be 
reduced to 4, and present 4 items of file labels will be reduced to 1. It is esti- 
mated that an annual potential cost savings of $1,500,000 will be effected as a 
result of this standardization of filing supplies. 

6. Finance.—The Air Force Finance Center is now paying allotments to com- 
mercial insurance companies by a single check in all cases where a particular in- 
surance concern has at least 400 accounts, which has been determined to be the 
point of diminishing returns. Approximately 68 checks are used to pay approxi- 
mately 148,000 accounts. 

Probable annual savings to the Air Force are over $87,500. 

7. Testing—A vastly improved procedure for changing the compass swing 
for B-47 aircraft has been devised by the Air Training Command at Wichita 
Air Force Base. By utilizing inexpensive special tools and a pattern painted 
on the ground, the need for equipment costing an estimated $250,000 per base has 
been eliminated. This method and the necessary equipment have been adopted 
for Air Force use as a standard procedure. 

8. Inventory reduction.—On February 1, 1952 clothing sales stores of Strategic 
Air Command had a total inventory of $7,250,000. Based on a sales versus in- 
ventory factor, a program was instituted to reduce inventory levels to such a 
point as would permit turnover of stocks similar to current commercial practices. 
As of March 31, 1953, the total stock inventory had been reduced to $1,950,000. 
This is a 73 percent reduction in inventory from February 1952. Results include 
improved stock control, more accurate inventories, reduced warehousing re- 
quirements and reduced manpower requirements. 

9. Medical.—A new plan for utilization of medical personnel has been adopted 
by the Air Force in Europe at one of its bases. By utilizing 9 doctors for 1% 
hours instead of 3 doctors for 4 hours to conduct sick call for an average of 100 
patients daily, approximately 150 man-hours daily are saved by expediting the 
return of patients to duty. Based on an average wage of $0.75 per hour, it is 
estimated that an annual saving of approximately $35,000 in production time 
will be realized. In addition to the monetary saving this project is expected to 
strengthen the morale of airmen. This is an example of the general effort to 
achieve improved utilization of medical personnel. 

10. Civilian management.—lIn the past, all civilians injured in line of duty at 
San Antonio Air Materiel Area were sent to desgnated physicians in San Antonio, 
Tex., for treatment. Ambulatory medical treatment is now being supplied by 
the Air Surgeon’s Office at the installation. Through this service the following 
economies have been achieved : 

(1) Elimination of considerable lost time compensations. 

(2) Reduction in amount of reimbursement to civilian physicians. 

(3) Reduction in amount of time lost by the injured in obtaining treat- 
ment from civilian physicians. 
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It is estimated that through this plan a yearly saving of $135,983 has been 


11. Photography—cartography.—USAF world aeronautical charts, pilotage 
charts in certain areas of the world, and all approach charts were originally 
printed “in toto” and stockpiled. Since the aeronautical information contained 
in these charts is subject to frequent change, obsolescence of these charts while 
stockpiled was enormous. Old procedures were revised by eliminating from the 
first printing, all aeronautical information that was subject to frequent change. 
As required, this up-to-date information is now over-printed on only the number 
of charts required at any one given time. This precedure eliminated obsoles- 
cence while stock-piled. Savings in excess of $1 million per year accrue due to 
the reduction in salvage of obsolete charts. This over print policy is being 
extended to include all possible types of charts, and as these additional area 
charts are included, additional savings will accrue. 

12. Inspection—Emphasis has been given by the Air Materiel Command Qual- 
ity Control Office and Air Force procurement field offices to the elimination of 
duplicate inspections at contractors’ plants where the contractors hold contracts 
with both AMC and other defense agencies. Agreements will be negotiated with 
other Department of Defense agencies for an exchange of inspection services 
when such exchange is to the overall advantage of the Government. A number 
of such inspection exchange agreements have been made. Benefits realized from 
such agreements are: 

(1) Reduction in travel time. 

(2) More complete utilization of quality control personnel. 

(3) Better contractor relations due to the fact that only one inspection 
service is applicable. 

13. Reserve activities —Continental Air Command has determined that hence- 
forth AF form 190 will not be closed out annually for nonparticipating reser- 
vists; that annual statements be furnished the participating reservists, and 
that annual statements be furnished the nonparticipating reservists only when 
earned points are involved. This new procedure will effect a great saving of 
manpower by eliminating approximately 265,000 closeout actions annually; 
265,000 annual notifications and 315,000 semiannual notifications (based on cur- 
rent strength). It is estimated that each of these 845,000 individual actions 
currently requires one-half hour to accomplish. 


Mr. Wiecteswortu. I think it would be interesting and would 
help to keep the committee posted as to how the Department is pro- 
ressing. 
* Secretary Wutson. I might just mention that it is a great organiza- 
tional effort, because of changes in personnel. I made a list for myself 
here several weeks back of what F cemnidered to be the top 35 men 
civilian and military, in the Pentagon, who had this great share o 
a yreyry A That does not include the military men in the field. 
f the 35 there are only 5 who had the same jobs a year ago. There 


are 2 men of these 5 in the military service. General Shepherd, the 

Commandant of the Marines, was the Commandant of the Marines a 
ear ago. Admiral Duncan, Vice Chief of Naval Operations, was 
ice Chief of Naval ena a year a 


All the other men that I consider be in the top echelon of the 
military outfit are new in their positions. 

On the civilian side there are three men. Secretary McNeil is one 
of them. Secretary Nash is the second. Robert LeBaron on the 
atomic energy liaison business is the third one. The rest of us are all 
new. 

It is quite a job to get a group like that and get the corners knocked 
off and get us working together again. That is the kind of thing 
you can hardly say on paper. You feel it. I would like to say we are 


getting together a team that is working together. 
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NEW BUSINESS METHODS AND CONTROLS 


Mr. WiccLeswortH. There are, no doubt, some cha in business 
methods or controls over inventories or production or obligations and 
expenditure 

retary Witson. I do not mean to brag for myself, but that is an 
area in which I ought to be able to make a contribution for my country ; 
and I am trying to. 

Mr. WicGteswortu. I am sure youcan and will. I think it would be 
of real interest to this committee if we could get some picture of the 
progress that has been made, because from year to year we have made 
various suggestions. Some of them have been acted upon and some 
have not. Tt would be helpful to see the changes. 

Secretary Wirson. I think a study of these three categories that 
1 talked about this morning in my formal statement is important. 
How you can make real progress and economy are just worth thinking 
about some more. That is the basis of it all. You first have to have 
the right strategic plan, and then you select the best types of forces to 
carry out that plan so that you have economy in forces. An extreme 
example would be if we were still planning for some cavalry. That 
would not do much good. We cout spend the money on it, but it is 
an obsolete form of doing it—it wouldn’t be exercising economy in 
forces. 

There are other things which are not so clear that are coming along 
in that same kind of transition. 

Then there is the question of how you organize and plan and program 
the work. That is the second stage. 

The third stage is how you get all the folks to have the right attitude 
toward economy in our day-to-day es to stop the waste. We 
have to get thousands of oan to help us a little bit, or you do not get 
itdone. That is a sort of mass selling job that we have to do. 

_ WiceLEswortu. But the Munitions Board as such is gone, is it 
not 

Secretary Witson. Yes, sir. 

Mr. WiaeteswortH, You have one individual running that show. 
The Research and Development Board as such is gone, is it not? 

Secretary Wuson. That is right. 

You have one Assistant Secretary running that 
ow 
Secretary Wirson. That is right. 


AMMUNITION SITUATION 


Now, we are going through the services themselves to set them up a 
little bit better. I really hate to mention this, but an example of how 
not to do it was the ammunition business last spring. We got into 
that,-you see, and no one person was nsible, but we were not doing 
a very — job. That is not going to Secon again. 

Mr IVNER. How are you going to prevent it? 

Secretary Wiutson. By getting the place organized right. 

Mr. Mirier. Right there, Mr. Secretary: Do I understand that 
under the present setup our ammunition problems are well in hand at 
the moment ? 
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Secretary Winson. Yes, sir. If you men have any questions about 
that we could make a report on that, too. 

Mr. Scrivner. I think it might be well, in view of some of the dis- 
cussions that came up in both the House and Senate last year, if there 
were a full and complete statement as to what had been found as to 
the ammunition, exactly what has been done to remedy it, what the 
present situation is today, and what steps you have taken to avoid the 
point you have just made, that it was not possible to put the finger of 
responsibility in any one place. I do not erticatinty mean on any 
one person, but just in any one place. I think it would be of great 
reassurance to the public. 

(The information requested follows :) 


Upon assuming responsibility as Secretary of Defense a little over a year ago 
I found that the stocks on hand of certain critical items of ammunition were 
less than satisfactory. It was evident that the assembly of information as a 
basis for managment decisions and action had, in the early part of the buildup, 
been indequate. The former Secretary of Defense, Mr. Lovett, had, in the latter 
part of 1952 taken many steps toward correction of the unsatisfactory condition 
having, in October 1952, engaged the services of Mr. Hugh Dean as a production 
expediter with emphasis on ammunition. 

While a number of steps had been taken to remedy the unsatisfactory con- 
dition there was still a great deal to be done in rounding out production lines. 
One of the problems was shell casings. I understand that in November 1952, 
Secretary Lovett found that shell casings were not being returned as he had 
earlier been informed, but were being scrapped in the Far East. The steel shell 
casing program of the Army had not proved to be successful and on one of the 
most important reunds was the key bottleneck. Steps were then taken to im- 
mediately start the return of shell casings and an investigation was made of 
the possibilities of getting the steel shell casing program into substantial pro- 
duction. One of the first steps that I took as Secretary was to place a greater 
reliance on the production of brass shell casings, even securing some production 
from outside the United States. 

With the efforts made in the latter part of 1952 by Secretary Lovett, together 
with the continued efforts we made in the early part of 1953, ammunition plants 
were soon producing at a very high rate. 

Some actions have been taken within the Army to simplify procedures and 
John Slezak, currently serving as the Under Secretary Of the Army, has been 
designated as the focal point of responsibility for ammunition. Although some 
progress has been made, there is considerable work to be done in further clari- 
fying the lines of authority and accountability and improvement in the flow of 
essential information. 


Secretary Witson. We were organized in little pockets of responsi- 
bility and the thing was not coordinated in the right way. The 
figures were all available in the Pentagon but they were not coming up 
in the right way so that anyone could get hold of them. 

Mr. Scrivner. Can you get hold of them now? 

Secretary Witson. Oh, yes. 

Mr. Scrivner. Do you have one man? 

_ Secretary Wirson. We got hold of them pretty fast last spring. 
When I was over in Korea we were talking about it over there. I said 
to a group of men that talked it over: “I do not know how often a 
ig gun ought to shoot, but there is one thing I can fix. I can 
straighten out the production of ammunition.” ' 

That was before the President was inaugurated. I said that I 
could fix that. I did not know about some of the other problems, but 
T could take that one. 

The different approaches to the matter were quite enlightening to 
me. The first thing I wanted to know was were we shooting more 
ammunition than the enemy, or were they shooting more than we were. 
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I was checking the computations. The next thing I wanted to know 
was, are we shooting it faster than we are making it, or are we leaving 
some of it on the stockpile? I wanted to know what the total stock- 
pile was—how much in the continental United States, Japan, Korea, 
the NATO countries, and wherever we were. It did not take long to 
straighten it out. 

Mr. Scrivner. What did you find out as you analyzed those 
approaches ? 

ecretary Wirson. It was like your left hand not knowing what 
our right hand was doing. We actually piled up stock on one item 
in the continental United States by approximately 3 million rounds, 
while the boys thought they were short in Korea. That was because 
one group of men had the mobilization stockpile base ; it was their re- 
sponsibility, and they were putting some of it into that. 

The purpose of ammunition is to shoot when you have a fight on. 
We promptly started to ship more to Korea. 

I will cite just a little example of how things get so tangled up and 
nobody is really running it—we decided that copper was going to be 
short, so we started to make the cartridge cases for the 105’s out of 
steel. Wealso discovered that we could salvage the cases and use them 
over as many as five times, so instructions were issued to salvage the 
cases. 

General Van Fleet got them back to portside and someone else de- 
cided that it took too much wit, “ee space; you might as well 
smash them up over there. Actually, wens to assure you within 2 
years not one had come back. Well, it did not take us long to get that 
straightened out. 

The Canadians do not get confused quite as quickly as we do some- 
times, and they were making them out of brass, so we got some brass 
ones out of Canada to help us a bit. We got the cartridge cases, the 
projectiles, the fuses, the propellants and the loading all lined up and 
going. If you want to look at the curves on it some day I can show 
them to you. 

Bob Lovett had started to dig into that last fall. He had been push- 
ing around one place and another and nothing seemed to happen. He 
took a firm hand on it and was making some progress. 

To some extent some of the other problems were running about the 
same way. A program would get started and it would be divided up 
into pieces and it would not get the kind of coordination a big enter- 
prise like this has to have. 


SPARE AIRCRAFT ENGINES 


I might mention one in the Air Force end of it. The big program 
originally started out, and then all the pieces were done as if that 
program were moving just like it was intended. For instance, there 
was the estimated attrition—you would lose a certain number of 
planes per year from your wings. Well, if you did not get the wings 
eae would not have the attrition. ‘They estimated that a certain num- 

r of spare engines would be required. Well, the new jet engines 
came along and it a that they had more life and stability than 
was originally estimated, and nobody corrected the production pro- 
gram. We had aircraft engines of some types coming out in excess of 
need, so we stepped in and canceled a lot. 
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Some of the Air Force pongle-sven know the Air Force advocates, 
and I am one of them—thought that it was just an effort to cut down 
the Air Force. But I knew a little more about the program which 
kept me from getting bothered. I had seen the engines piled up all 
a There was somewhere from $300 million to $500 million 
worth. 

Mr. Mutter. Spares for planes that never existed ? 

Secretary Witson. And for the replacement at a rate that was no 
_ longer based on the right factors. 

I would just like to say also that while you need a plan—and we have 
one now, a 3-year plan—that does not mean that we are going to do 
exactly in 1956 what is now in that plan. We are going to keep taking 
a look at it. You men will have to take a look at it with us. You 
have your responsibility to the country. It is a plan that we can keep 
looking at. We can look at the efficiency of it. and the effectiveness of 
it and the plus and minus of it as the world situation changes. 

I am really encouraged about it. It is awfully big and hard to get 
at, but I am beginning to see signs of progress. 


METHODS OF DETERMINING FINAL RESPONSIBILITY 


Mr. Wiceteswortu. Our committee report in this connection says : 


Another matter, somewhat related to the preceding discussion, is the apparent 
lack in the development of methods for determining final responsibility for acts 
of commission or omission. The alleged ammunition shortage mixup would seem 
adequately to prove this contention. Something must be done. 


You think that you have that pinned down, not only in respect to 


ammunition, but generally speaking? 

Secretary a It is not perfect yet. It is getting better all the 
time. There are some changes that I would like to get made in the 
three services. I want another Assistant Secretary so I can have one 
on money, one on manpower and one on materials. Those are the 
three broad divisions of this business. 

The way we are set up in the Departments now, we have a Secre- 
tary, an Under Secretary, and two Assistant Secretaries. Either the 
Under Secretary has to take on the monetary pe pone 2 or shift 
it around somewhere. We have the same sort of organization in the 
services that we had when the volume of our defense activity was 
ways way down. 

ack in the 1930’s, before World War IT, I think we were running 
a whole en and Navy on about $600 million. Now we are almost 
75 times that big, and we have the same organizational structure. It is 
certainly a good thing to organize it right. With the lack of clear] 
defined responsibilities and enough and proper organization, and wit 
the absence of clearly defined policies and p ures, you get thou- 
sands and hundreds of thousands of people doing the best they can way 
down in the outfit, but wasting a lot of their time trying to administer 
poorly or ill-defined policies or programs. 

I do not hold the people responsible for that; it is the bosses. I 
think the average American does not like to have his time wasted. 
He will not be too happy about it. The very few that are basically 
loafers and with whom the work disagrees can be gotten out in a little 
w 
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38, Mr. WiceteswortH. There are several other points that I would 

mn like to call to your attention, Mr. Secretary, that appeared in our 

ch committee report last summer. 

lI Secretary Wuson. Before you continue with your questions, I 

mn would like to say that the committee report has been very helpful. 
It means that I do not have to take all the load for a to get 
the right things done. You men have been doing the same thing. I 

10 want to point that out. 

e UTILIZATION OF MILITARY PERSONNEL 

“ Mr. Wicetesworrn. We want to give all the help we can. 

“ Now, the report says, on page 5: 

p The committee and the Congress are greatly concerned about the matter of 

f utilization of military personnel. Studies and investigations have revealed three 
principal faults—overstaffing in support activities, utilization of military per- 
sonnel in civilian type positions, and the doubling of supervision by military and 

t civilian personnel. 


Would you care to comment on that? 

Secretary Wiuson. The report that I mentioned a while ago that 
told of the fact that we have taken 160,000 positions out of our man- 
ning tables is largely the result of that suggestion. 

Mr. Wiccteswortn. I may say for one that I am delighted that a 
reexamination of the tables of organization has been made. That is 
something I have been asking for for several years. Does that go 
for the tables of equipment also? Are they being subjected to re- 
examination also? 

Secretary Wuson. Yes. The airplane engine business that I men- 
tioned is the same type of thing, on the materiel side. 

Mr. Wiecteswortu. Is there in being anything in the nature of a 
survey of military personnel which would show the number of head- 
quarters personnel, administration, technical personnel—that is to 
say, noncomLat personnel ? 

Secretary Witson. We keep working at it all the time. 

Mr. Wicetesworth. Is there any detailed breakdown as of now that. 
would show that by zones, or by theaters? If so, I wish you would 
submit it to the committee. 

Mr. McNem. Yes. We can submit those tables now, or later on as 
you proceed with hearings on personnel subjects. 

(Nore.—The information—classified—was supplied.) 

This report that Secretary Wilson just mentioned includes an 
analysis of the Saye type personnel in the tables of distribution 
against the tables of organization. 


UTILIZATION OF INDIGENOUS PERSONNEL OVERSEAS 


Mr. Wiecieswortu. Have you made any survey or estimate of the 
personnel abroad and the possibilities of substituting indigenous 
personnel ? 

Secretary Wirson. Yes; we are working on that all the time. I 
think that we have a statement about that somewhere. 

Mr. Wiceteswortn. Great emphasis has been attached to that by 
a number of Members of Congress who have been overseas during the 
adjournment of Congress. 
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Secretary Witson. In our military way we call it a name—Project 
Native Son. There is a program to utilize local indigenous personnel 
in lieu of United States military or civilians. It has been pushed, 
first by the Air Force, but the other services are going to do the same 
thing. It is estimated on the basis of what has already been done 
that 35,000 military personnel will be shifted from overhead activities 
into combat and combat support. It is our intention to push this 
program further in the Air Force and to extend it particularly to the 
Army in the European area. That is our point. 

We are moving the military personnel into combat and combat 
personnel activities instead of in areas where you can replace them 
with indigenous personnel. 

Mr. Wiceieswortu. The civilian positions will be taken care of, 
insofar as possible, by indigenous personnel ¢ 

Secretary Witson. Yes, and even where we have some evant f 
personnel doing work that can be taken over by indigenous personnel. 

Mr. Scrivner. Quite a number, as we observed it. 

Secretary Witson. We are working on it, and we can see where we 
can handle 35,000. 

Mr. Scrivner. It is important for two reasons: First, with regard 
to the matter of dollars, you can get the services of indigenous per- 
sonnel, 5 or 6 of them, depending upon the country, for the cost of 1 
American civilian or military yersonnel. In the second place, it 
takes a great deal of pressure off in that we do not have to ship our 
United States civilians and military; we do not cramp already cramped 
living quarters; we do not put an added burden upon the internal 
economy of the country; we do not have to worry about the hospital- 
ization, education, and all those things that are additional costs when- 
ever we have one military or civilian American and the dependents 
over there that we do not need. 

Secretary Witson. There are two other things that I would like 
to mention. One is the dependents. Right now we have about 
800,000 men in the European theater, the NATO setup. We have 
200,000 dependents over there. It is a Defense Department responsi- 
bility to get those dependents out of there in case of hostilities. That 
would be about as troublesome as to move five divisions over there— 
to get the dependents out. 

here is another category about which I would like to say a few 

words off the record. 

(Discussion off the record.) 

Mr. Mriuuer. If you have the indigenous personnel employed and 
they are satisfied with their employment and like their contacts with 
the Americans, it tends to build up good public relations as well as 
save money. 

Secretary Witson. Yes. Asa whole our people are not doing too 
badly. We have a good educational program on. Each person has 
a responsibility to his country to comets himself in a foreign nation 
in such a way that he builds credit for his Nation and does not bring 
on discredit by anything he does. It is a public-relations job, as you 
point out. Our people are understanding that better all the time. 

It is not completely a new problem to me. In my former job—if 
you do not mind my mentioning it in this exclusive group—we had 
operations all over the world—Germany, France, England, and 
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Australia. It was the same thing. If we sent too many people over 
there and they did not conduct themselves just right we lost prestige. 

When I was a young man working for the Westinghouse Co. they 
started a subsidiary in England and sent over a whole group of people. 
Unfortunately, when people get too far away from home the ordinary 
restraints are sometimes loosened. I sat in on a meeting of the 
Westinghouse Co. and listened to the trouble. That was 40 years 
ago. There is nothing new in this business of human relations. 


CIVILIAN PERSON NEL—FILLING OF VACANCIES 


Mr. Wicaieswortn. The report also refers to the matter of civilian 
personnel, which is always with us. You have already indicated a 
substantial reduction in this field. I hope it is going to be possible 
to continue that. 

I would like to ask one question in that connection, and that is, 
whether there is any overall check in the Department in respect to re- 
placements? We have a large annual turnover normally. What is 
the policy as to filling those vacanciés ? 

Secretary Wirson. We have been working so far on a gradual re- 
duction in the personnel. I would like to say this for the Department 
of Defense: We have reduced over 150,000 without any mass layoffs; 
and without any special hardships so far as I know. e have elimi- 
nated some useless activities and sometimes in a case like that rather 
substantial numbers might get gradually laid off. 

I do not know what impression you men have received, but I would 
like to say that the men who have done the job in the Pentagon—and 
I did not do it all myself, or any large part of it, though I did sit 
in on the formation of the policies of how we would go about doing 
it—have done a creditable job. I am a little proud of it because, to 
begin with, a year ago, there was about the same number of total 
civilians employed by the Government outside of the Defense Depart- 
ment as we had. They went down less than 50,000 and we went down 
150,000. I do not mean to criticize the other side of the family, but I 
am bragging a little about my side of the family. 

Mr. Wicc.eswortu. If a man leaves a given division in the Depart- 
ment, if he resigns, for example, is the decision as to whether his posi- 
tion shall be filled up to his immediate boss? 

Secretary Witson. Yes. We have said, “Shuffle the people around 
a bit to see if you cannot get along without the fellow.” I am just 
pointing that out as an example of what has been done. 

Mr Wissiesworre. It has always seemed to me that careful super- 
vision of replacements would yield great returns in a painless manner 
in terms of getting rid of excess personnel. 


OVERTIME COSTS 

The report says: 

A review of overtime costs in the Department, as contained in the January 
estimates, discloses a ratio of 3.84 percent of the total civilian pay, or approxi- 
mately $187,500,000 for the coming fiscal year. 

Is there anything to report in that connection? _ 

eee 1son. I am sure that we are making some progres 
with it. That is an old one, as far as I am concerned. You have 
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to have enough flexibility so that your people on down in the organi- 

zation can meet emergencies as they arise. Also, if a a). aban gets 

bad enough out of balance, you have to pitch in and bring it into 
ance. 

All overtime is not necessarily classed as waste, or excess expendi- 
ture, because if you do not do it sometimes you spend more money some 
place else. Sometimes it gets to be a habit, though, if you do not look 
out. Once in a while some people will lean on it a bit wanting to 
pick up a little extra money. 

It is a problem that has to be handled in the right spirit and from 
the right point of view, but it takes the help of a lot of — 

Secretary McNeil has some peak loads at times. He has just 
pointed out to me a little overtime when you are pushed keeps you 
from overstaffing the whole year. He had quite a time of it getting 
the budget figures together during the last 2 months. 


LACK OF UNIFORMITY OF OPERATIONS OF THREE SERVICES 


Mr. WiccirswortH. There is this statement in the report under the 
heading of “Unification.” 

Reviews by the committee and its investigators revealed considerable dis- 
crepancies as to methods of computing ration, clothing, and other costs. Prices 
of similar individual personnel items differ. Handling costs, allowances for 
losses due to damage, pilferage, storage, etc., vary as between services. Clothing- 
bag contents, to some extent probably for no other than traditional reasons, differ. 
It is suggested that an analysis be made of all budgetary factors and practices 
which are applicable to the three services with the view of establishing better 
controls, not to mention facilitating consideration of budget estimates by the 
Congress. 

Mr. McNet. I think that as you go through the detailed estimates 
you will find some improvement this year over last year. We have not 
finished yet. 

Secretary Wirson, We have a committee called the Cooper com- 
mittee, which is working very diligently on this problem of having a 
modernized, standardized, effective method of financial management 
procedure for the whole setup. When we get that we can make these 
comparisons that you are bringing up more sensibly, and we will be 
able to see whether we are making progress year by year, more so than 
we could under the old system. This has been one of Secretary 
McNeil’s hobbies as well as his vocation for a long time. I think he is 
beginning to see where we can really get something done about it. 
Something had to be done on it of importance. In a little more time 
I think we will have hold of it. 


TRAINING PROGRAM 


Mr. Wiccieswortn. Here is a statement under the heading of 
“Training program.” 

The ratio of overhead personnel to trainees and students, by service, is as 
eee y Army, 1 to 2.4; Navy, 1 to 1.4; Marine Corps, 1 to 1.5, and Air Force, 

to 1. 

Training methods, already reviewed in connection with the revised 
estimates, should be subjected to continuous analysis with a view of 
further reducing this overhead cost. It is too high in each of the 
services, and completely unreasonable in the Air Force. 
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Has it been ible to pull that down, or will it be possible to pull 
that down in the fiscal year 1955? 

Mr. McNew. That again is part of this 160,000 that Secretary Wil- 
son just mentioned. Part of the improvement is achieved by wing 
a reasonably level intake of the trainees. I think as you go through 
the individual service estimates you will find, as to requirements for 
overhead personnel and ‘traiming, it is much nearer the goal desired. 
Again, there is quite a bit to do. One of the big elements is leveling 
off the former peaks and valleys in the intake. That is one of the 
biggest elements in reducing the overhead in training. 

r. Scrivner. That is one thing the committee has been mee 
about ever since you started taking them into training, why you woul 
take 70,000 one month and drop to 18,000 the next. Personally, I am 

lad to hear that you are getting it leveled off. That raises a question: 

at is the present program for selective service during this fiscal 

year? Is it to be stepped up considerably, or will it be held at about 
the same level as in the past? 

Secretary Witson. The exact figures have not been determined, but 
it will be down considerably as compured to what had been talked 
about. Itissomewhere on the level of 23,000 to 26,000. 

Mr. McNett. It is not exactly level month by month but the month 
to month variations will be small. 

Secretary Witson. They were talking about going up to 46,000. 
The reduction in the Army in 1955 helps to avoid this peak load of 
trainees. On this point I would just like to mention evidence of real 
progress being made, and that is, the revised estimates of the Air 
Force of what they can do. I found a year ago the Air Force had 
estimated they would need 1,200,000 men for their program. Now, 
we have that where they say they have a good sound program and they 
can do it with 975,000. Also, it is very interesting what can be done 
when we take a look and work at the job. At the end of December 
they actually had 912,500 because they eliminated the people who 
were not doing them any good—just what you are talking about—and 
they found out where their real shortages and limitations in the pro- 
gram were. If you need pilot training it does not help a bit to have 
excess guards, or more food handlers or grass cutters, or people like 
that. With all eredit to the Air Force, both military and civilian, 
they are really working at the job. There isthe evidence of it. 

If anyone says that the personnel limitation kept the Air Force 
down this year, it is not so. They did not have to go down to 912,500 
in December 1953 unless they thought it was the right thing to do. 

Mr. Scrivner. They did not have to so far as any fiscal or numerical 
limitation was concerned ? 

Secretary Wizson. That is right, not from any pressure on the per- 
sonnel or money side. 

There are two specific examples that stand out and you cannot get 
away from them. There are some things coming along to help them. 
There is the improvement in the jet engine. They do not have to 
have so many maintenance people to replace them so often. In our 
new B-47 there is a 3-man crew, and the old B-29 had 11. I think 
the B-50 may have had 12. 

Mr. Scrivner. Some of that will be a change rather than a gain 
because with the more complex planes, if some of the figures I have 
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seen are correct, we are going to require more men on the ground to 
keep the plane in the air. 

Secretary Wirson. But the present point of view of the Air Force is 
that with the improvements they can continue to make in the utiliza- 
tion of personnel they can go on up from the 115 wings to the 157 
wings with substantially no more people. 

Mr. Scrivner. That is right. 

Secretary Wirson. That isa very nice accomplishment. 

I would just like to tell you men that I am very happy about the way 
they are working at the problem. 

Mr. Scrivner. I have been delightfully encouraged by some of the 
things I have seen in the last few months. 

Secretary Wirson. I think that the Army is doing the same thing. 
Mind you, they had this extra load of the fighting in Korea, the crash 
buildup and the problem of the draftees, and the turnover of per- 
sonnel. We have an awful fast turnover in the young men we had 
to train to make them combat fit in order to be sent to Korea. They 
would be over there about 10 months and then they would be back. 
There were thousands of people involved in that, in the training, as 
pan the extra people. I do not know how many we had in the 

ipeline. 

. Mr. McNett. Fifty-one thousand were added for the extra combat 
pipeline load. 

r. Mier. Were we not given the figure of 51,000 to provide for 
that rotation ? 

Mr. McNet.. Yes. 

Secretary Wirson. The normal rotation is quite a problem. There 
was the 51,000 for Korea plus what you had in Germany. You have 
the rotation over there and back. There were 5,000 for the Marine 
Division over there and 51,000 for the Army. Most of that imme- 
diately comes right out. A more careful review of the whole program 
means that you can take other people out. 

Take the reduction of three divisions, for instance. There are 
17,500 men in a combat division and three times that would give you 
about 52,500. Now, we are going to go down 300,000. We are going 
to have to make a lot of progress in other places. The 51,000 comes 
out. The 52,500 in the combat divisions is what we expect, but there 
will have to be a careful review of our Ready Reserves, and so forth. 
T think we have a good Army program as well as a good Air Force 
program. As a matter of fact, I think the whole program now is a 
well balanced one to spend the money in the right places, intelligently 
and get a good strong military organization to defend the country. 
We are going to keep it up to date as far as its equipment is concerned. 
Also, we are going to spend money on the research and development 
side of the business. 

Mr. Wiecteswortn. It takes into consideration, as I understand it, 
all the factors in the world picture, such as the buildup of the NATO 
powers and the termination of fighting in Korea, the strength of 
possible opponents, and it represents the unanimous opinion of the 
members of the Joint Chiefs of Staff, the National Security Council, 
and the President of the United States; is that correct ? 

Secretary Wirson. That is right. 

I was going to mention one other thing. Iam accustomed, in study- 
ing something, to take it from one extreme to the other in order to 
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establish the variables. What I mean by that is this: If we spend 
all our money for forces in being, let us say we decided that in- 
stead of going down from 3,500,000 to 3,000,000 we would go up to 
4,500,000 and spend all of our money and not spend money on new 
and improved equipment, nothing for research and so forth, for a 
moment we would theo a stronger organization, but it would gradu- 
ally become obsolete and out of date and our men in uniform would 
not be equipped with the right weapons and we would not be looking 
ahead. 

On the other hand, if you turn it around and say we are going to go 
way down to 500,000 men, or perhaps 1,500,000, like we had before 
Korea, and spend all of our money on research and development and 
new material, that would be wrong also because then we would not 
have the trained people and we would not have the perfected pieces 
of equipment. So there is a happy medium that must be reached 
where we are getting the best all-round military strength for a long 
pull. It requires proper division of expenditures for research and 
development and for new weapons and equipment to keep everything 
up to date versus spending money for wages and salaries and main- 
tenance costs. All of that is gone if you do not have to fight. Some 
of the money that you spend for facilities, equipment, stockpiling, 
and so forth, is a sound investment over a longer period of time. That 
is going to be available if you have to have it. 

So we continue to work on long-term studies in connection with 
where are we going to be when this thing levels off. It is leveling off. 
That is the point that we will have to decide as best we can—what is the 
right division of funds between maintaining forces in being and on the 
other side keeping them modernized. 


POLICY WITH REGARD TO SPARE PARTS 


Mr. Wiac.ieswortu. I do not want to take too much time, Mr. Sec- 
retary, but I have three more questions that I would like to ask. 

1. Has there been any change of policy as to spare parts in terms of 
airplanes? Last year it seemed to me there was a very heavy financing, 
or overfinancing, of spart parts in both the Air Force and the Navy. 
I think that we were eupiie spares to the extent of about 51 percent 
of all planes purchased. 

Secretary Witson. Mr. Chairman, you are talking about a very im- 
portant matter. It is getting a lot of consideration and it is worthy 
of it. There is one important thing that I think makes quite a bit of 
difference. The old conception was that when you bought we will say 
500 planes you bought more or less the lifetime parts requirement. 
Now, maybe you had not flown any of the planes and did not know 
what these spare requirements were, so you had to guess at them. That 
is nothing new. You do that sometimes in the business world. The 
assumption was that after you made those 500 planes the tools would 
all be thrown away and that outfit would probably be out of business. 

In many cases we do not have to order those parts so far ahead. That 
is one thing we can do to maintain our mobilization base, and our 
capacity in being, so that we can turn it back on again. I am talking 
about Air Force now particularly, but the same thing applies to the 
others. We must have a sound aircraft industry to back up our Air 
Force and our Navy air requirements, and those people are going to 
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be in business for the indefinite future. The cheapest place to keep 
= availability for spare parts is in the tools back in the plants. 
at is the cheapest place to have them. Then you can order what you 
want. If you can set them up so that you can get them on reasonable 
notice instead of going through a long period of paperwork where 
time is wasted before you clarify what you want, you can save hundreds 
of millions of dollars. 
So, without promising too much, I might say this happens to be a 
category where I have had some experience also. 


RESEARCH AND DEVELOPMENT 


Mr. Wiccieswortu. My second question relates to research and 
development in respect to which the committee report says: 

The committee feels that many of these programs within the services have been 
and are out of control. The principal defects of the program, as reported by the 
committee investigators, appear to be ineffective evaluation of requirements, 
lack of specifically designed objectives, absence of determinations as to what 
constitutes the scope of projects, and unnecessary duplication by the services. 

I think there were about $2 billion involved, including indirect costs, 
with 60,000 projects and 75 percent of our total national resources in 
this field, according to the information received, and I have been hope- 
ful that we should see a reduction in the overall figures in fiscal 1955, 
which does not seem to appear. 

Secretary Witson. Well, I will tell you what we have done. We now 
have an Assistant Secretary for research and development, Mr. Donald 
R. Quarles, a very capable man. I have an Assistant Secretary on 


engineeri Mr. Frank Newberry. We are going to 


—— this business in a way that it has not been done before.. 

he board business always goes the wrong way as far as con- 
centrating money on the right purposes. We also last spring promptly 
held back some funds. There was a little criticism of that.. That 
made me think perhaps we had hit paydirt. We released $500 million 
out of about $1,350 million for an immediate program and held the 
rest back for a while. That meant that everybody had to take a look 
at what he had. That was a very healthy thing. The people in the 
research work in the Defense Department now say that was a good 
thing to have done. The first reaction we got from it was we had 
stopped all this forward-looking business. No one should personally 
accuse me of that because all my life I have believed in scientific re- 
search and engineering progress. I do not believe in spending it 
foolishly, ons for things, even though they work out, that will not do 
you any good. 

I am spending some of the money on what they call basic research, 
where you do not know exactly what you might finally get out of it. 
We are willing to spend perhaps $25 million or $30 million a year on 
basic research as a necessary.part of our. weapons-.program. 


STATUS OF PROGRAMS 
_ Mr. Wiceiesworrn. Either on or off the record, is there any pro- 


gram which is lagging badly now, or are we pretty well up to where 
we expected to be? 
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Wuson. We are pretty well up. We have some problems 
though. I think those details you can perhaps get better when the 


services appear before you. 


ACCOUNTING SYSTEM 


I might mention that one of the big problems we are working on is 
getting our inventories in shape; in other words, getting a tabulation 
on a proper accounting basis so that we know what we have. To 
some extent our costing setup was about like it was in the old days 
when Congress appropriated the money and it was spent for current 
wages, personnel and food, and if you bought hay for a mule you 
acted like the hay was already gone. The mules were going to eat 
it and you did not have this long carryover business and these great 
big stocks of hard items, so to speak. 

We really need a completely different accounting system than the 
one that has grownup through the years. Weare getting it. 

Mr. WicecLeswortH. You think that we can get information as to 
ammunition, tanks, planes, mobilization, or whatever the program may 
be, as we go along, better than from any overall statement here? 

Secretary Wiison. Yes; because it is such a mass of detail. The 
thing that is a little hard to get. a good picture of is perhaps the mo- 
bilization base. That is just a coined phrase to cover up a lot of things. 
One of the criticisms I have of the past is that I did not find any 
definite plans or contracts on how you maintain the mobilization base 
when the orders ran out. That is one reason it is so important not 
to manufacture now spare parts you do not need in a reasonable time, 
or excess supplies of anything.. Then you will have something to 
order front your contractors to keep them going. 

With regard to the D-day concept, that meant to me “disastrous war 
or depression” because we were going to build right up to a peak 
and then drop right off. The importance of this new concept of no 
assumed year of crisis is that it basically makes it possible to have the 
country in a better position for an emergency for the indefinite future 
and at the same time save a lot of money. 

It involves the question of obsolescence that I was talking about 
a while ago: What part of your money are you going to be willing 
to devote to new cad better products, recognizing that you will have 
obsolescence of these airplanes that look so good to us now? About 
5 years from now we are going to have to replace them with better 
ones. 


(AFTERNOON SESSION ) 


AIR FORCE PROGRAM 


“Scrivner. Mr. Secretary, there are 2 or 3 points that are not 
ineluded in your statement but which have been a matter of some dis- 
cussion both in the columns of the press and on at least 1 or 2 occasions 
on the floor of the House. One of them in substance is that by action 
taken last year on the interim program, patricularly for the Air Force, 
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this brought about a loss to Uncle Sam of $2 billion. The statement 
was not backed up with any factual figures. 

I am just wondering what the situation really is as to whether or 
not adopting that Air Force program cost Uncle Sam any sum, not to 
mention $2 billion. 

Secretary Witson. Well, quite the reverse is the truth. It did not 
cost Uncle Sam anything. It saved hundreds of millions of dollars. 

Mr. Scrivner. All right. It may be necessary to go back to that at 
some other time. 

Secretary Wixson. I do not know who made the statement. 

Mr. ScrivNEr. That was a Member of the House of Representatives 
from California. It might be well, perhaps, for Mr. McNeil, when 
he gives his statement, to have for us some facts and figures which 
would tend to correct this erroneous idea. 


CANCELLATION OF ORDERS FOR VEHICLES 


Then I noticed on page 14-A of your statement you say: 


In some areas of major procurement and production, such as vehicles and 
ammunition, production schedules have been or will have to be sharply 
ecurtailed— 


The question I should like to ask is, as it relates to vehicles: Has 
there been any reduction or cancellation of contracts? 

(Discussion off the record.) 

Mr. Scrivner. I would like to know whether or not there have been 
any cancellations of orders for vehicles. 

Mr. McNem. Yes, there has been. The amount of actual cancella- 


tions is about $140 million, covering jeeps and trucks, 


Mr. Scrivner. Were those cance 
orders previously entered into? 

Mr. McNett. Yes. 

Mr. Scrivner. Or merely contemplated procurement ? 

Mr. McNett. The ones I am speaking of were those for which orders 
had been placed. 

Mr. Scrivner. All right. In these cancellations were any orders 
with General Motors canceled ? 

Mr. McNen. Yes, sir. The biggest single item on the list was the 
Generai Motors 214-ton truck. 

Mr. Scrivner, How much was that order that was canceled, 
approximately ? 

r. McNew. There were around 15,000 canceled, of which 9,000 
were on order with General Motors. The unit price is about $6,000, 
so it runs close to $90 million. It was the biggest single item. 

Mr. Scrivner. So that any statement that General Motors had had 
no contracts canceled is not a correct statement ? 

Mr. McNet. That is right. 

Mr. Scrivner. All right. 


lations actually cancellations of 


AMMUNITION PROGRAM 


Mr. ScrivNer. Now, the other item mentioned there is ammunition. 
You were talking this morning about the ammunition program as 
you found it. You stated that in your study you made some inquiry 
about how much ammunition we were using. I think you made some 
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reference to the amount of ammunition that the enemy was using. 

First, what did you learn as to the amount of ammunition the enemy 
was sending our way ¢ 

Secretary Wizson. According to the figures that I got for the year 
of 1952, for the whole year we shot nine time as much ammunition as 
the enemy ; and, in addition, the caliber of our heavy guns on the aver- 
age was somewhat greater than theirs. 

During the push in October we shot five times as much as they did. 

They had great difficulties of supply. Anyone who makes a study 
of how they would get their ammunition in by the railroads would 
realize that. We had shipping pretty well shut off, and the airplanes 
kept their supply lines broken up. So they were pitifully short of 
ammunition, if you want to look at it that way. 

Where the argument came about was that our people were a little 
shy of what they called established firing rates. We all believe in the 
plentiful. use of ammunition. 

So far as we were concerned, we were trying to hold the line with 
a minimum loss of life. We used plenty of ammunition, which is all 
right with me, and the proper thing to do. 

Mr. Cannon. Off the record. 

(Discussion off the record.) 

Mr. Scrivner. In connection with the statement this morning you 
told us that it was difficult, with the setup that had existed, to deter- 
mine or place responsibility for any lack in any one place or on any one 

rson. I do not care to do that now. The thing I am interested in 
is: What steps have been taken by the Defense Department to correct 
that so that if shortages should develop again—and I do not think they 
will, with the pile of ammunition we Lom now—you would be able to 

lace the responsibility? In a case of any shortage, would you now 
able to place responsibility ¢ 

Secretary Witson. Yes, sir. 

Mr. Scrivner. What has the Defense Department done that makes 
it possible for you to say that ¢ 

Secretary Witson. We have clarified the responsibility in a prelimi- 
nary way and we are going to have a new organizational setup so that 
everybody knows exactly where his part of it is. If his part is not 
coming along we will know promptly how to get at it and fix it. 

I was just talking to Under Secretary Slezak about it yesterday. He 
knows a great deal about this kind of business. I said, “Who would 
be responsible?” He said, “I would be.” 

Mr. Suerrarp. Pardon me? Who was that speaking, sir? 

Secretary Witson. The Under Secretary of the Army. 

Mr. Scrivner. What is his full title? 

Secretary Witson. He is the Under Secretary of the Army. 

Mr. Scrivner. Does he not have some other descriptive title, other 
than that? 

Secretary Witson. Well, until just recently he was the Assistant 
Secretary of the Army. There are two of them, you know. He had 
concentrated on this ordnance and supply end of the business. 


BIOGRAPHICAL SKETCHES OF THE CHIEFS OF STAFF 


Mr. Scrivner. Within the next few days there will appear before 
us the chairman of the Joint Chiefs of Staff and the three Chiefs of 
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Staff. Some of us have known some or possibly all of them, but some 
of us are not as well acquainted with them or their background as we 
be. 

t may not be your place, but before they a r, if it is ible, I 
should like to have give usa little on one 
of these men, so that we may know what their experience has been and 
what their military records have been. It is not that members of this 
committee need it particularly, but rather that others who may read 
the record, who do not have the opportunity of seeing or visiting with 
them, may have some idea of their experience and thereby be better 
able to determine in their own minds the value of their recommenda- 
tions and decisions. 

Would it be possible for us to have that? 

Secretary Witson. I have it right here now, if you want me to read 
it. I have it for Admiral Radford, General Ridgway, Admiral Car- 
ney. and General Twining. 

r. Scrivner. I would suggest, Mr. Secretary, that that be inserted 
in the record at this point so that we may have it for our own in- 
formation and for the information of the Congress. 

Secretary Witson. I would like to say that I consider them to be 
very competent men. They were not selected lightly, either, for their 
jobs. Fortunately we have a President who understands these mili- 
tary problems quite well. 

I would also like to say that they did an outstanding job this fall. 
The Chief of Staff of the Army, the Chief of Naval Operations, and 
the Chief of Staff of the Air Force really have dual responsibilities, 
when you come right down to it. We sometimes say in the military 
organization that they “wear two hats.” They have a responsibility 
as a member of the Joint Chiefs, where they study the overall plans 
for the good of the country; and they have responsibility in their own 
services. 

I would be very happy to read any part of these, if you would like. 

Mr. Scrivner. I do not think it will be necessary. 

(The information is as follows:) 


Brier BIOGRAPHICAL SKETCHES OF THE CHIEFS OF STAFF 


The new Chiefs of Staff and their assistants have done an excellent job in 
reexamining and reshaping the military plans and policies of this Nation ‘since 
they came on duty last August. They are all men of vision and they have 
addressed themselves to their job with great objectivity and with primary concern 
for the overall national interest. 


ADM. ARTHUR W. RADFORD, UNITED STATES NAVY 


Admiral Radford was born in Chicago, Ill., and attended public schools in 
Illinois and Iowa before going to the Naval Academy. He received his com- 
mission in 1916 and served with the Atlantic Fleet during World War I. He 
began his air training in 1920 and shortly after being graduated as a naval 
aviator he was ordered to the newly established Bureau of Aeronautics in 
Washington. 

Practically all his naval career has been spent in the air arm of the Navy and 
most of the time he has been with or in command of flying units. He commanded 
the naval air station at Seattle from 1937 until 1940, had a brief tour of duty 
with the Office of the Chief of Naval Operations, and was commander of the 
naval air station in Trinidad until late 1941. He returned to the United States 
and had duty until April 1948, as Director of Naval Training for the Bureau of 
Aeronautics with a number of additional duties. In this position he was awarded 
the Legion of Merit for the work he did in inangurating and expanding the naval 
air training program. 
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He was subsequently assigned to duty as commander of Carrier Division 2 
and in July 1943 was made commander of Carrier Division 11. In this capacity 
he gave distinguished service in the action against Japanese forces prior to and 
during the landing activities on Baker, Makin, and Tarawa Islands in the Pacific. 
In December 1943, he became Chief of Staff and Aide to the Commander Aircraft 
Pacific until spring of 1944 when he returned to Washington as Assistant Deputy 
Chief of Naval Operations for Air. In November 1944, he assumed command of 
Carrier Division 6, Pacific Fleet, and served with distinction in that capacity. 
In September 1945, he returned to Washington as Deputy Chief of Naval Opera- 
tions for Air, returning in February 1947, to the fleet to become commander, 
Second Task Fleet under the Atlantic Command. Early in 1948 he again re- 
turned to Washington, this time as Vice Chief of Naval Operations. In April 
1949, he became Commander in Chief, Pacific, Commander in Chief, Pacific Fleet 
and High Commissioner of the Trust Territory of the Pacific Islands. 

In June 1953, he was ordered to report as chairman of the Joint Chiefs of 
Staff and on August 15 succeeded Gen, Omar Bradley to that important task. 


GEN. MATTHEW BUNKER RIDGWAY, UNITED STATES ARMY 


General Ridgway was born at Fort Monroe, Va., and graduated from the 
Military Academy in 1917. After an assignment to the 3d Infantry where he 
became commander of the regimental headquarters company, he returned to 
the Military Academy as an instructor. After completing a course at the In- 
fantry school at Fort Benning, he was given command in May 1925, of a com- 
pany of the 15th Infantry at Tientsin, China. He returned to the United States 
in 1926 and was ordered to Fort Sam Houston where he later became regimental 
adjutant of the 9th Infantry. 

From December 1927, until December 1928, General Ridgway had duty with the 
American Electoral Commission in Nicaragua, and after taking the advanced 
course at the Infantry school returned again to Nicaragua for further duty. In 
1932 he was assigned as liaison officer to the insular government in the Philippine 
Islands. After completing a course at the Command and General Staff School at 
Fort Leavenworth, in 1935 he was detailed to the General Staff Corps and as- 
signed as Assistant Chief of Staff, G-3, VI Corps Area at Chicago. He graduated 
from the Army War College in 1937 and was assigned as Assistant Chief of Staff, 
G-3, of the Fourth Army. From September 1939 to January 1942, he was as- 
signed to the War Department General Staff for duty with the plans division. 

In 1942, General Ridgway became commanding general of the 82d Infantry 
Division and remained in command when it was redesignated the 82d Airborne. 
He took this division to North Africa and was responsible for planning and 
executing the first large-scale airborne assault in the history of the Army—the 
attack on Sicily. He led the 82d Division in the Italian campaign and in June 
1944 he parachuted with leading elements of his division into Normandy where 
he played a major and distinguished role in the invasion of western France. 

He returned to the United States with his corps in August 1945, for redeploy- 
ment to the Pacific and immediately thereafter went to the Philippines in ad- 
vance of the XVIII Corps to prepare for the proposed invasion of Japan. In 
September 1945, he was placed in command of the Mediterranean Theater of 
Operations and was appointed Deputy Supreme Allied Commander, Mediter- 
ranean. In January 1946, he was assigned to represent General Eisenhower 
as United States Army representative on the Military Staff Committee of the 
United Nations. In September 1949 he became Deputy Chief of Staff for Ad- 
ministration, United States Army in Washington. 

After the outbreak of the Korean war he was transferred to the Far East Com- 
mand and assumed command of the Eighth Army in Korea after the tragic death 
of Lt. Gen. Walton H. Walker. In April 1951, he was appointed Supreme Com- 
mander for the Allied Powers, Commander in Chief of the U. N. Command in 
the Far East and Commander in Chief of the Far East Command in Japan, and 
was promoted to the rank of general. 

He was appointed Supreme Commander of Allied Powers Europe in May 1952, 
when General Eisenhower returned to the United States. In July 1953, he re- 
linquished his command at SHAPE and was appointed Chief of Staff of the United 
States Army on August 15. 


ADM. KOBERT B. CARNEY, UNITED STATES NAVY 


Admiral Carney was born in California and graduated from the Naval 
Academy in 1912. He served in the Atlantic Fleet during World War I and with 
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destroyer forces in both the Atlantic and Pacific Fleets until 1923. He was in- 
structor in navigation at the Naval Academy until May 1925, when he returned 
to sea duty with the battleship Mississippi. From September 1926, until June 
1928, he had staff duty with commander battleship divisions, and Commander 
in Chief, battle fleet, successively. 

After a tour in the Division of Fleet Training, Office of the Chief of Naval 
Operations, Navy Department, he spent 3 years afloat as gunnery cfficer of the 
U. 8S. S. Cincinnati. Following that assignment, he served as commanding 
officer of the Receiving Station, Navy Yard, Washington, D. C., and in July 
1935, assumed command of the U. 8. 8. Buchanan. From August 1988, to June 
1940, he was assigned to the Shore Establishments Division, Office of the As- 
sistant Secretary of the Navy, and assisted in the general coordination of the 
Navy’s small-craft program. Following that assignment, he was executive offi- 
cer of the U. 8. 8. California. 

From March 1941, until September 1942, he was with the Atlantic Fleet end- 
ing up this tour as Chief of Staff Commander, Support Force. After assisting 
in fitting out the U. S. S. Denver, he commanded her until July 1943, and re- 
ceived the Legion of Merit for his outstanding work in this command. He 
served as Chief of Staff and Aide to Commander, South Pacific Area and. South 
Pacific Force, from July 1943 to June 1945, and received a number of awards and 
citations for his distinguished service. 

He became Assistant Chief of Naval Operations (Logistics) in February 
1946, and assumed the duties of Deputy Chief of Naval Operations (Logistics) 
with the rank of vice admiral in June 1946. In March 1950, he took command 
of the Second Fleet and in August was designated Commander in Chief, United 
States Naval Forces, Eastern Atlantic and Mediterranean, with the accompany- 
ing rank of admiral. 

In June 1952, he became Commander in Chief, Allied Forces, Southern Europe 
and Commander, Allied Naval Forces, Southern Europe. He was confirmed by 
the Senate for the post of Chief of Naval Operations in June 1953, and assumed 
the duties of that office on August 17, 1953. 


GEN, NATHAN FARRAGUT TWINING, UNITED STATES AIR FORCE 


General Twining was born in Wisconsin and graduated from the Military 
Academy in 1918. After completing a course at the Infantry School at Fort 
Benning, he was assigned to the 29th Infantry. In 1923, he entered primary 
flying school at Brooks Field and after completing this training he entered the 
advanced flying school at Kelly Field, Tex. He was rated a pilot in September 
1924 and returned to Brooks Field as a flying instructor. 

In July 1982, he was assigned to the Third Attack Group at Fort Crockett and 
in March 1935 he was named assistant operations officer of the Third Wing at 
Barksdale Field. After graduating from the Air Corps Tactical School at 
Maxwell Field he attended the Command and General Staff Sehool at Fort 
Leavenworth. Following an assignment at the San Antonio Air Depot he was 
named assistant chief of the Inspection Division in the Office of the Chief of 
Air Corps at Washington, D. C. In December 1941 he was transferred to the 
Operations Division of the Army Air Forces and in February 1942 was appointed 
assistant executive in the office of the Chief of Staff of the AAF. Shortly 
thereafter he became Director of War Organization and Movements in that 
office. 

General Twining went overseas in July 1942 as Chief of Staff of the Allied 
Forces in the South Pacific and the following January became commanding general 
of the 13th Air Force in that theater. In July 1943 by order of Admiral Halsey, 
he was placed in the tactical control of all Army, Navy, Marine, and Allied 
Air Forces in the South Pacific, and while serving in this capacity directed the 
air movement prior to and during the occupation of Treasury Islands and 
Bougainville. In November 1943 he assumed command of the 15th Air Force in 
Italy and the following January became commander of the Mediterranean Allied 
Strategic Air Forces in addition to his other duties. 

He returned to the United States in July 1945 and successively commanded the 
20th Air Force in the South Pacific theater, had duty with the Continental Air 
Force Headquarters at Bolling Field and became commanding general of the 
Air Materiel Command at Wright Field. 

In October 1947, General Twining was named commanding general of the 
Alaskan Department and later that month became Commander in Chief of the 
Alaskan Command. In July 1950 he became Acting Deputy Chief of Staff for 
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Personnel at Air Force Headquarters in Washington, D. C., and was appointed 
Vice Chief of Staff of the Air Force with the temporary rank of general in 
October 1950. He served in this capacity until he was appointed Chief of Staff 
of the Air Force on June 30, 1953. 


Mr. Scrivner. Mr. Chairman, I am going to pass any other ques- 
tions for the moment, so that I may have an opportunity to digest 
the Secretary’s statement just a little more thoroughly. 


UNEXPENDED BALANCES 


Mr. Forp. Mr. Secretary, on page 11 of your statement you mention 
that on July 1 of this year the unexpended balance of funds for the 
Department of Defense will be about $62 billion, and that by the end 
of fiscal year 1935, going into fiscal year 1956, there will be about 
$44 billion. 

Secretary Witson. That was $62 billion last year. 

Mr. Forp. Last year? 

Secretary Witson. At the end of fiscal year 1953. We entered the 
current fiscal year, the one we are in now, with $62 billion on the 1st 
of July 1953. 

Mr. Forp. Under the “new look” could you give us any forecast as 
to what the Army, the Navy, and the Air Force ought to have in that 
area to carry their programs’ Is $44 billion about what you think 
the three services will need, or can they be cut down more in the 
future as we move ahead / 

Secretary Witson. It will gradually be reduced some more as we get 
past this buildup stage and get into the leveled-off stage. 

There is some carryover that is necessary, because, as you men know 
so well, we have not the right or the authority to make any commit- 
ments until the money has been appropriated. Some of these things 
cannot be done in the current year. They are long-time planning 
things. That is why we must have a carry-over. 

I would think the carryover finally, if you want me to give you a 
quick estimate on it, would come down to where it was about equal to 
the year’s appropriation. In other words, you would have a year 
on the average out there. That does not mean it would all be used 
up in the year ahead; some of it would go out in 3 years. 

In our budget here there is $10.7 billion for military personnel cost. 
That is largely used up in the current year. 

There is $9 billion for operation and maintenance. That is also in 
good part a current item. That money importantly is dependent upon 
the size of your establishment and the number of men you have in 
uniform and the number of civilians you have. 

Aleng with that, of course, goes the maintenance of equipment, 
housing, bases, and the operation of all the aircraft, ships, and that 
kind of thing. So that part of it has to do with the current-operating 
expenses. 

he rest of it is for this longer time carryover, where you place 
contracts to build a base or some docks or a new carrier, or you buy 
some new bombers or something that requires a long time to construct. 
That is about where most of the carryover is. 

Mr. Forp. I think it is important from the point of view of con- 
trolling funds from the congressional side to have it at whatever mini- 
mum level we can properly afford. I would gather from your point 
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of view it is easier for you to manage something a total figure which 
is below what it was a year or so ago. 

Secretary Wison. 1 am all for getting it down to a proper level. 
I do not want to get it so low that we embarrass the organization, 
which happened back in 1949 and early 1950. 

Congress shares the responsibility. I am not worried about it. 
I do not care to have any extra financing, because there is a great 
tendency to spend money a little loosely if you have too much credit 
in the bank. 

Now, some of these things do have to be decided upon and done 
ahead of time. You have to have a longer term program. When we 
get into this obsolescence and turnover problem, vy was discussing 
this morning, there is a division of your finds as between the two that 
would be sound, in order to give you the maximum military strength 
for the country. That is a continuing thing. 

We will make continuing studies of that as time goes on, and I 
will have better answers for you than I have this afternoon. 


KOREAN FORCES—-WITHDRAWAL 


Mr. Forp. There have been some critics of the decision to bring two 
American divisions back from Korea. It seemed to me the critics 
wanted us to keep our two divisions over there even though the fight- 
ing has stopped in Korea. 

As an overall program and plan, bearing in mind the forces of our 
allies and ourselves, I think they forget or do not know that there has 
heen a buildup of divisions by the Republic of Korea. 

Ts it possible, to put on the record some figures showing the number 
of combat divisions the ROK’s had, let us say, on January 1 of 1952, 
the number they had on January 1 of 1953, and what they expected to 
have on January 1 of 1954? 

Secretary Wirson, I can tell you what they had when I went over 
there with the President in late November and early December. They 
had 10 divisions in the line and 2 in training. 

Mr. Forp. That was 1952? 

Secretary Wirson. That is right. We authorized putting that up 
to 14, and later on up to the present plan for 20 ROK divisions. 

A division without equipment is no good, Part of this plan is that 
when we move our divisions out we plan to leave the equipment behind. 

Part of our basic plan is to get our strategic reserves back in this 
country and not have them dispersed all over the world. In other 
words, we must be able to take the initiative if we have to. 

Mr. Scrivner. That is the same thing that England announced last 
week, is it not? 

Secretary Wirson. Well, I think any student of military affairs 
would come to that conclusion. 

You men are all conscious of the fact that in most of these couhtries 
the people do not live like they do in this country. It costs a great 
deal more to keep an American division in a foreign country than it 
does to keep a division with indigenous troops there; five times as 
much, or maybe more. Certainly that is a sensible plan for our 
country. 

With regard to the withdrawal of divisions, it is worth remembering 
that we moved a Marine division over there just the last month before 
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the armistice. We moved some men out of Japan into Korea. It 
looked like we were either going to have an armistice or we were going 
to have quite a fight. No one need fear that we are going to take our 
military strength out of there too rapidly. 

- Mr. Forp. It is true, then, that while we are moving two divisions 
from Korea coincidentally with that the ROK forces are being built 
up by not on Slee but several more divisions. 

Secretary Wiison. That is right. 

Mr. Scrivner. Might I follow that up just a little further? 

In addition to what buildup we had in Korea we also have lar 
numbers of troops in other spots throughout the Far East who would 
be immediately available if there were any renewal of the contest. 

Secretary Witson. Well from the point of view of not having an 
active war we still have too many troops in the Pacific. I do not 
want you to misunderstand me. We expect to bring some of them 
back as conditions permit. 

Mr. Miuier. Mr. Secretary, your statement has been very interest- 
ing and very complete, and you have answered a great many of the 
questions that I am sure we wanted to hear about. You have, per- 
haps, answered in part the few questions I want to ask now. 


GROUND FORCE PLAN 


Because of the first look at the “new look” of planning the main 
question that has been raised by responsible people who have talked 
with me is that there is some apprehension that perhaps we were 
making too sharp a change in the ground-force picture. 

You have made it quite clear that the thinking of the Defense 
Department and the Joint Chiefs of Staff does not run along the lines 
of a pushbutton war or that the ground troops are not an essential 

art of the team. But at first blush the reduction looks rather sharp 
in the ground forces. 

I would like to see if I have this picture clearly in mind. As I 
understand it we are planning from now on to have 17 divisions 
instead of 20, and we are not making any change in the regimental 
combat teams and the other combat elements. If you are going to 
use a rough measure by divisions, though I know the divisions are 
of varying strength, we will ge that is an add strength of perhaps 
5 or 6 divisions all together. Then we are also making no change in 
the 3 Marine divisions. y 

So it would look as though the change in the plan would bring 
about our having ground forces in the various categories in the Regu- 
lar services of some 25 to 26 divisions and their support, instead of 
some 28 to 29 divisions. 

I also understand that is augmented by what we have just been 
talking about, the added strength of the ROK’s that has been built 
up in the Korean area and the increasing strength of our NATO allies 
and so forth; and that there are going to be two more National Guard 
divisions in reserve and that more emphasis and greater effort is to be 
placed on having the civilian components more ready for immediate 
service. 

Is that about the picture, so far as the ground forces is concerned? 

Secretary Wirson. That is the plan for 1955. We have tentative 
plans for 1956 and thereafter, but they are always subject to change 
with changing world conditions. 
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Mr. Mixer. That is right. But so far as this overall diminution is 
concerned, if you want to call it that, of the ground force combat 
troops, there is a decrease in the overall picture of about 3 divisions, 
leaving us about 25 or 26 divisions instead of 28 or 29 divisions, 

Secretary Wurson. I think we roughly consider three of those regi- 
mental combat teams equal to a-division. 

Mr. Mriuer. Yes. 

Secretary Witson. So that on that basis we had the equivalent of 26 
Army divisions. This will leave us with 23. But we have tentatively 
put 2 back in the National Guard and there are also 3 Marine divisions. 

It is most important that we improve the organization for our Re- 
serves. The great weakness right now is that the men who have been 
in and out of our Army in the last 2 or 3 years are trained men, but we 
know that not very many of them have gone into the National Guard 
in any of the States. So we are doing some planning on that problem. 

What is the best setup to keep these men so that in an emergency they 
can be called into service as part of our Reserve? That is a matter that 
deserves a lot of attention and careful review. 

I think it is clear to all Americans that we do not expect to fight with 
land armies in our country. It is going to be pretty late if we ever 
get around to that. 

I think our ground-force plan is a sound program. 

It is also clear that our country can supply the material for war 
better than we can the men, and many of our allies can supply the men 
better than they can the material. So the defense of the free world 
has to be worked out on an international balance and not on a national 
balance, if I make the point clear. 

In other words, each nation does not do all of the same kind of thing. 
The matter is getting careful review all the time. 

Mr. Murr. Counting the Marine divisions in as ground force po- 
tential, as I understand it while we are having perhaps a reduction in 
the number of ground force divisions of about 10 percent that are 
available in the regular service, coincident with that there have been 
strengthening factors, and your Department intends to push our 
Reserve and civilian potentialities as well as those of our allies, so that 
actually our position 1s not contemplated to be weaker so far as ground 
forces is concerned under this plan than it was before; is that correct? 

Secretary Witson. Well, it is stronger with the Korean divisions 
built up like they are, of course. 

Mr. Muter. I think that is all, sir. Thank you. 


RESERVE FORCES 


Mr. Osrertac. Mr. Secretary, right on that same point, are we to 
understand that in the reorganization and replanning of our defenses 
greater emphasis is now being placed on the buildup of the Reserves, 
a strong Reserve, which will be in keeping with the new techniques and 
modern equipment and all such matters, insofar as the training and 
maintaining the Reserves in a state of readiness? “Is that the sum and 
substance of the plan? 

Secretary Witson. Historically, that has always been our country’s 
policy—to depend on Reserves and not have too many men under arms 
in peacetime. We have to remember, however, that times have 
changed somewhat and it is not as simple a thing as it used to be. 


Mr. Osrertaa. That is right. 
Secretary Wixson. So the matter of our Reserve forces deserves the 
most careful study. When you have men in uniform in peacetime 

ou have a sort of double effect on our economy and on the country. 
You take them out of the useful production of goods and services and 
you put them where other people have to work to support them. So 
it is quite important not to have too many men in the active forces in 
peacetime. 

This business of training people is another matter. You have to do 
that. But to have too many divisions of men just waiting to go on a 
minute’s notice is a very expensive matter. 

We also have to consider how fast we can transport them. That 
gets involved in your ocean transportation and your air transporta- 
tion and other things. 

There is not siti use in having more men on active duty than you 
could move by the time you could move them by calling in your Re- 
serves. There are many broad factors in this overall planning that 
are involved in this. 

If we should need those men in Korea to fight somewhere else, it is 
quite a problem to get them out of there and move them somewhere 
else. It is much better to move them from home. 


RESEARCH AND DEVELOPMENT 


Mr. Osrerrac. Mr. Secretary, there is one other matter which you 
referred to in your statement, and that relates to the program dealing 
with research and development, which appears to be somewhat the 
same as it has been over the past few years. In other words, there 
has been no stepping up and there has been no reduction. On the 
other hand, you have reorganized the system of dealing with this re- 
search and development, have you not ? 

Secretary Witson. That is right. The effort is to spend the money 
more effectively in the areas in which we need to make progress. 

Mr. Osrerrac. Will there be a greater central control of that, so 
far as the services are concerned ? 

Secretary Witson. I do not want to be misunderstood on the cen- 
tral control. It is a central review or audit, which is a little different 
fromthe control. - 

If you try to control too much of it centrally you get too much of 
this trying to go through one man’s head. But if you can get the 
thing better organized—I guess there are probably 6,000 such proj- 
ects—by getting the right kind of report and having the people who 
have them in hand realize that they are being checked up on you can 
get a better result. 

Mr. Osrerrac. Well, would there be a greater elimination of dupli- 
cation of purposes and operations in research by the services ? 

Secretary Wizson. We are trying to do that. If you take the field 
of guided missile, we are attempting to concentrate the thinking on 
what appears to have the best possibilities. We are trying to avoid 
duplication where the Army, Navy, or Air Force have projects that 
are very similar, or on which they may be spending money just in a 
little different area. That is what I call a draftsman’s choice; making 
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the stuff just a little different because one group of draftsmen did it in- 
stead of the other. That costs a lot of money. 

Mr. OsrertaG. Granted we are all agreed that research and develop- 
ment is a vital aspect of our security and whole defense program, 
nevertheless it strikes me that we have been putting billions of dollars 
into this field, a lot of which might be saved by eliminating useless 
or worthless projects, and by overcoming duplication of effort. 

You feel, then, that your new system or new organization will tend 
toward that objective to a greater degree and save considerable money 
in the years to come? 

Secretary Witson. It will not save as much money as it will get 
more for the money. 

There is another thing. We had research up to where it about 
challenged the technical capacity of the country. That is, if we were 
to put another billion dollars in research and try to hire the scientists 
on engineers to utilize it properly you would have great trouble. 
There just are not enough trained scientists in the country. 

We are spending at about two and one-half times the rate we were 
spending before Korea, We were wrong before Korea, and I hope we 
are not wrong on the other side now, but we had better stick to it for 
awhile and see what we can get out of it. 

Mr. Osrerrac. Thank you. That is all, Mr. Chairman. 


AIR FORCE PROGRAM 


Mr. Hruska. Mr. Secretary, earlier this afternoon Mr. Scrivner 
pointed out instances where critics of the so-called interim goal in the 
Air Force had stated that some $2 billion had been lost by reason of 
pursuing that interim goal, and your answer, as I remember it, was 
that quite to the contrary perhaps billions of dollars had been saved. 

Secretary Wixson. I would say that an estimate of $2 billion sav- 
ings would be much closer to the truth. 

r. Hruska. Along that same line some critics—I do not remember 
whether this was done on the floor of the House or not, but I know it 
has been stated publicly by Members of the House or the Congress— 
that not only have there been tremendous sums lost by reason of that 
interim goal, but likewise that a great deal of time has been lost. One 
critic stated publicly that at least a year has been lost in the production 
end of the program. 

What is the fact in that regard? I have in mind particularly that 
the current part of the air defense dollar for aircraft procurement. 
for example, is about 22 percent used for aircraft, last year it was 20 
percent, and the year before that it was 17 percent. 

Secretary Witson. That is correct. 

Mr. Hruska. Can that be reconciled with the statement, or can any 
other factor be reconciled with the statement, that we have lost a great 
deal by reason of adoption of this interim goal ? 

Secretary Wizson. It is not so at all. We have not lost time. 

Mr. Hruska. Would it be in order that when:the statement is am- 
plified, both in response to Mr. Scrivner’s inquiry and otherwise, that 
some amplification be added in this respect? 

Secretary Witson. Well, pores I have made a mistake. I have 
not attempted to answer. I have tried to say what the facts were 
about the program. 
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I would like te point out that for the combat aircraft for combat 
wings we took the schedule that was in effect in October 1952. We 
got hold of the aircraft manufacturers and said, “Now if you cannot 
meet that schedule for any technical reasons or anything else come up 
and tell us now.” 

I reminded them that I was used to having schedules met, as most 
of them knew. I had known practically all of them for years. 

They have done a somewhat better job of getting that schedule 
completed. 

ere the people were confused in the so-called cutback on the Air 
Force was this: All we did was to take out surplus funding and spend 
the money that we had on hand in a more practical and economical 
manner. For instance, when the Air Force carefully analyzed its 
organization it found people that were not doing any useful thing in 
contributing to more combat effectiveness. That is shown by that 
military strength figure I gave you this morning of 912,500 at the 
end of December. The figure the Air Force was authorized was 
960,000. 

It is well to remember that a year ago we did not have a single wing 
of B-47’s that was really combat ready. 

Mr. McNett. They were just then coming in. 

Secretary Wirson. They were just then coming in. That was con- 
siderably later than what had ben planned earlier. 

Of course, there were some plans after Korea that no group of men 
could have fulfilled, because we tried to rush the new types into pro-’ 
duction. We did not need more B—29’s, because we had a lot of them. 
We needed new equipment. So we tried to concentrate on the things 
that would help the combat effectiveness of the Air Force. 

I am sure you will all remember that toward the end of the war in 
Korea we were knocking down MIG’s pretty well with our Jatest 
planet, Earlier we were not doing quite so well. Some of our old 

ombers got knocked down by them, too. 

So this business of having the right kind of latest equipment is a 
terribly important matter. 

The wing business is sort of a confusing thing. As you all know. 
there are 75 airplanes in a fighter wing and 45 in a medium bomber 
wing and 30 in a heavy bomber wing. Some of the reconnaissance 
wings are sort of in between. 

Mr. WieeteswortH. Should that be on the record ? 

Secretary Wirson. Everybody knows it, I think. 

Mr. Wiceteswortnu. All right. 

Secretary Witson. If you take an average number in a wing, that 
is about 60. If you take 120 wings, that is 7,200 airplanes. 

We have 20,000. I am just pointing out that we do not have the 
right kind. 

am also pointing out that it is still an important area in which to 
save money, as to what you can do with those other 13,000, or what- 
ever it is. Are they all necessary? What are they doing? 

All of those things are being looked into for the simple purpose of 
getting the combat effectiveness up with the right kind of latest thing. 
_ Mr. Hruska. So that the answer could well be put this way, could 
it not, Mr. Secretary : That instead of ground having been lost a great 
deal of ground has been gained toward that end of combat effective- 
ness planewise and wingwise? Is that about the picture? 
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Secretary Wuson. That is ry os An example of that is that the 
Air Force estimated last spring they would have 110 wings by the end 
of June. In the Defense Department itself we figured they would 
have 114. Now they say they are going to have 115. In recent months i 
the Air Force has done a good job in beating their previous forecasts. ' 

Mr. Hruska. Thank you, Mr. Secretary. That is all, Mr. Chair- : 
man. 

Mr. Cannon. Mr. Secretary, I have listened to your opening state- ‘ 
ment with considerable satisfaction. We have been listening to open- 
ing statements for many years, and I do not recall any which presented 
the subject more clearly and gave us more hope and assurance for 
the future. 

Analyzing it as a whole, it seems to be that your statement might be 
epitomized in the one phrase “better defense for less money.” 

Secretary Witson. Yes, sir. I tried to explain why I felt so sure 
that that was so. I have always liked to see a man, when he comes 
up with a definite statement, be prepared to give the reasons why he 
iS SO sure, so it is not just a hunch. 6 
Mr. Cannon. As St. Paul said, “A reason for the faith that is in li 
you. 

I think, Mr. Secretary, speaking very frankly, that we are fortunate | 
in having a man in your place whose long and successful business ex- 
perience indicates that he is in position to apply modern industrial 
procedures to national defense. 

It seemed to me that the one illustration you gave us at the begin- 
ning, of engines not keeping pace with the number of wings, is sig- 
nificant. Although the situation should have been obvious, they pro- 
ceeded blindly to continue to manufacture engines long after the num- if 
ber needed had been It seems incredible that in a program 
of that kind, with such huge and expensive operations, the relative 
would not have been seen and vate and remedied 
ong ago. 

So ou bring to us in your position, I think, a remarkable and in- 
valuable experience which can best serve our defense program. 

Now, for 6 or 8 years this committee—and this particular subcom- 
mittee especially—have been attempting to consolidate the 3 branches 
of the service; the Army, Navy and the Air Force. So far as can be 
seen, up to the beginning of this calendar year, every year they seem 
further away, and the Evision more hopelessly irreconcilable. 

I trust you are in a position to effect consolidation and secure uni- 
fication and harmonious collaboration. 


SHIFTING OF EMPHASIS ON THE RELATIVE STRENGTHS OF THE SERVICES | 


I note you speak of the new look as a part of your new program. 
Possibly that includes or involves the revision of budget estimates 
submitted under which you submit reduced estimates for the Army 
and Navy and increased appeserintives for the Air Force. 

Are we to understand that to mean that you are wipes | the 
emphasis heretofore placed on the Army, decreasing the emphasis 
placed on the Navy, and increasing the emphasis placed on the Air 
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Force? Is that what we are to infer? Is that what the statement 
and the revision of the budget are to be interpreted as indicating? 

Secretary Wutson. It is a shift of relative strength rather than 
emphasis. I do not mean we would not need well-trained infantry- 
men if we get into a fight because I know we will. It is a complete 
review of how we might have to meet the enemy, and where, and how 
we would do it, and a recognition of what our greatest deterrent to 
war is: A recognition that above all things we must protect the indus- 
trial complex of the North American Continent. No one can finally 
wina world war unless they destroy our will to fight and our industrial 
potential here in this country. 

So this is a realistic appraisal of what is the right thing to do. 
Two or three divisions in being, more or less, is not going to be the 
balance of power in the world. 

So that is what this budget is. I think that without question our 
Chiefs of Staff did a good job on it. It was not a hasty job. Certainly, 
Secretary McNeil wanted to get on with preparation of the budget, 
but he could not develop the figures until we had the military plan. 

I think we are also fortunate in having a President whe understands 
military matters so thoroughly; understands how to cooperate with 
our allies; understands the problem of defending the free world. 

I appreciate your complimentary remarks, sir. 

Take this question of the jet engines, which is an interesting one. 
When the Air Force and everybody realized the facts of the case, 
should we dare do it? There would be a blast at us. I told Harold 
Talbot that I would sit in with him at a press conference. We had 
along General Cook. There were the three of us and we told the 
press what we were going todo. One of the reporters said, “What are 
you going to do about the unfavorable reaction you are going to get 
out of it?” 

I said, “Well, if you do not mind, I would like to quote a remark 
attributed to President Truman. He said, ‘If you cannot stand the 
heat, you better keep out of the kitchen and let somebody else do 
the cooking.’ ” 

On some of these things no one assumed the responsibility to step in 
and get the right things done for fear of criticism. Once a program 
was started it was not anybody’s particular fault if it did not seem to 
accomplish the purpose, or got a bit off scale, and it was quite a thing 
to stop it or change it. 

I am getting questioned right now with regard to the three divisions 
on the assumption that everything that was going on was the right 
thing. That is not true in the world. The world is a changing thing. 
Our military planning and strategy have to change with the change in 
world conditions. 

I really am completely convinced that by a different approach to the 
matter that millions of dollars can be saved and we can still get a 
stronger defense position for our country. That involves working 
the thing out properly with our allies also. 

Mr. Cannon. to glad to hear you say that. I like another phrase 


that you used, Mr. Secretary. You said, you proposed spending the 
money in the best place. 
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Secretary Wirson. Thank you, sir. 

Mr. Cannon. I think that is the secret of the success of any budget, 
and especially this budget; not so much how much you spend—al- 
though, of course, that has to be considered—but it is a question of 

ate the — in the right place. You used that phrase ad- 
visedly, I trust, and I heartily endorse the policy which prompts it. 

Now, here on the Hill, after listening year after year to these hear- 
ings, we get the impression that the three services are accustomed to 
getting together in the Pentagon and come up here with the tacit un- 
derstanding that each will support the other, in what amounts to an 
equal division of appropriations. The idea seems to be that the mone 
to be spent on national defense may be visualized as a big pie and eac 
of the services is entitled to one-third of the pie; that whenever we 
—_ a dollar on the Navy we must spend a dollar on the Army and a 
dollar on the Air Force; that whenever we spent a dollar on the Air 
Force we must spend a dollar on the Navy and a dollar on the Army. 

In ae rdless of the importance of spending in the best place, 
each branch of the service must have its proportional share. 

You analyzed accurately the philosophy of the whole problem just 
now when you said times change and methods of fighting wars change. 
We cannot win this next war fighting it like we did the last war. es 
times change and methods of warfare change and conditions in war- 
fare change, we have to change our strategy. We have to change our 
weapons. And we have to change our Padet: we have to change the 
emphasis we place upon the three branches of the service. 


ARMISTICE—PEACE 


I noticed that in the beginning you speak of this armistice as an 
“uneasy armistice.” That brings up a question which I am certain 
ona interested all of us, and which we must regard with some appre- 

1ension. 

Do you think this armistice is likely to be dissolved at any appre- 
on time, Mr. Secretary? Is that why you call it an uneasy armis- 
tice 

Secretary Wrison. Of course, somewhere down the road it will be 
worked out. We have a somewhat similar situation in Germany 
and in Austria. We have an uneasy peace in those countries also. 

Mr. Cannon. An armistice and a peace are two different things. 
We must recognize the fact this is not a peace—far from it unfortu- 
nately. We have not even entered into negotiations for peace. We 
certainly have not signed a treaty of peace. We have merely signed 
an armistice as you say “an uneasy armistice.” 

Secretary Wirson. Of course, the Allies have not finished up the 
war with the Germans yet in the complete technical sense. 

Mr. Cannon. But they have signed articles of peace. 

Secretary Wirson. Well, I did not intend to be confusing over 
naming these things. This armistice is a different kind of thing 
than ever happened in the world before. 

Mr. Cannon. You are right. It is indeed tragically different from 
anything the United States has ever done before. It is the first time 
we have ever concluded a war and did not tell the other fellow to 
sign on the dotted line. At the end of the First World War we re- 
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quired the Germans to come and we said, “Here is the treaty of peace; 
you sign here,” and they signed. 

Secretary Wurson. Right. 

Mr. Cannon. And likewise at the end of the Second World War 
we called in the Japanese officials. There was no wrangling as to 
where the meeting should be held—as there was in Korea. We ordered 
them to report on a U.S. battleship. And we said, “Here are the 
terms of peace. You sign.” And they signed. 

Secretary Witson. You are right about Japan, but not quite right 
about the way World War II was wound up with Germany. We left 
that business floating, and we have not settled it yet. 

Mr. Cannon. The situation over there was even better than it was 
in Japan because in Japan there was somebody left to sign, but in 
Germany there was nobody left to sign. 

Russia was our ally, as we all recall, but the German Government 
dissolved and there was no man remaining who had authority to 
speak for what was left. 

Secretary Wison. And there was not enough planning among our- 
selves and our allies on what should be done. 

Mr. Cannon. But you consider the situation more unfavorable in 
Korea than it is in Germany? 

Secretary Witson. I would not say so, sir. I do not think it is any 
more difficult. 

Mr. Cannon. But you have just indicated that hostilities might 
break out at anytime. There was no such prospect or possibility after 
the Spanish War or the First or Second World Wars. 

Secretary Witson. No. I think it is just one of those difficult things 
to wind up. 

Mr. Cannon. Difficult because we were not the victors and were 
desperately anxious to get out of the war. 

Now, Mr. Secretary, when war breaks out again, if it does break 
out again—and let us hope it never will—but there is only this armis- 
tice between us and a resumption of the war—will the enemy notify 
us in advance; will they send us a calling card and say, “We expect 
to drop a bomb on you at 12:15 tomorrow morning,” or will it come 
as a sort of surprise? Will it be their intention for it to come as a 
sort of a surprise to us? 

Secretary Wirson. That is the way military matters are usually 
handled. We are doing everything we can to protect ourselves against 
a surprise. 

Mr. Cannon. It used to be there was always a formal declaration of 
war. It is only in recent times they have attacked and then notified 
us that they were declaring war. There is, as you say here, an “un- 
easy armistice.” ‘There is only one way to interpret that phrase. An 
uneasy armistice is an armistice which may dissolve at any moment, 
and without notice. 

Secretary Wirson. I think I would like to go off the record. 

(Discussion off the record. 

Mr. Cannon. Our prime objective is to establish permanent peace. 
There are some who say cynically that the only way to establish peace 
with some of the people with whom we have been dealing is to eliminate 
them. Now, would you under any circumstances consider continual 
preparation for war as a menace to the safety of our country and a 
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menace to the peace of the world? And would you consider such a 
program as warranting the initiation of a “defensive war”? 
Secretary WILson. T do not know that I got the question straight. 
Mr. Cannon. Would you consider the steady, consistent, uninter- 
rupted preparation for war, the operation of munitions plants day and 
night, 24 hours out of every day on the part of a prospective foe, the 
constant drilling and drilling of more troops, far beyond any required 
for their own defense, or for ordinary maintenance of internal peace, 
would you consider that as a menace to the safety of our country and 
the peace of the world? 

Secretary Wirson. I think it might be, and I would think it might 
be so interpreted. I do not think that we can depend on arms and 
arms alone as a basis for peace abroad and freedom at home. I said 
that in the opening part of my statement and I believe that firmly. 1 
believe that it has to have a broader foundation than that. 

Mr. Cannon. That is perhaps a problem exclusively for the State 
Department. All we are dealing with in this hearing and in the con- 
sideration of this budget is preparation for defense by arms, is it not’ 

Secretary Wriison. I think we have what I call a balanced pro- 
gram and a sound program. Some people call this a cold war. I 
could call it an uneasy peace and expand my expression. We alone 
cannot quite determine what ought to be done in the sense of what 
might happen. As long as there are militant dictatorships with great 
power in the world, we cannot afford to be militarily weak. ere 
would exist what the military people call a power vacuum. If there 
isa ready military force which causes an aggressor to pause and decide 
that the going would be awfully rough, that is one thing; but if he 
thinks he can achieve an easy victory, that is something quite different. 
We do not dare take that risk. We, and the rest of the free world, have 
to be strong to a point where we have a great deterrent to war. In my 
judgment this program is that balanced position. 

(Discussion off the record.) 

Mr. Cannon. A democracy has every advantage over a dictatorship 
in time of peace. But a democracy labors under a heavy disadvantage 
in time of war. The dictator can precipitate war at any time. He 
chooses the time and the place and the circumstances. But a democ- 
racy must await the approval of the people. If the day before we 
declared war in the Second World War, anyone had risen on the floor 
of the House and offered a resolution to declare a state of war to exist 
between ourselves and Japan, there would not have been five votes for 
it. But the next morning after the bombing of Pearl Harbor the House 
passed it unanimously. A democracy must await the pleasure of the 
enemy and bear the burden of exorbitant taxation and war budgets 
and fight the first phases of the war crippled by the enemy’s initial 
attack. So, as you say here in your statement, about an “uneasy 
armistice,” we should consistently improve our military strength and 
make preparations for an early warning of any surprise attack. 

Secretary Wirson. Yes. 

Mr. Cannon. That means that you are apprehensive that the enemy 
will not notify us and we will have to be prepared through “radar out- 
posts,” as you say, for sufficient advance warning to be prepared to 
meet them when they come. 
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In this connection you Le of guided missiles. I do not think that 
subject has been mentioned except in the one sentence in your statement 
when, as a matter of fact, great additional emphasis is being placed 
upon the development of guided missiles, is it not? 


VULNERABILITY TO RUSSIAN BOMBER ATTACK 


Secretary Witson. They are just one of the new weapons. It means 
keeping up your research so your men, if they have to fight, will have 
the very best things to fight with. 

Mr. Cannon. We were told about 2 years ago, Mr. Secretary, that 
if Russia should send over 10 planes carrying atomic bombs, 7 of 
them would get through; that was with all our preparations we could 
only expect to stop about 3 of them and that the other 7 would reach 
their — But here last year we were told in one of our subcom- 
mittees that if 10 airplanes were started from Russia with atomic 
bombs, bound for the United States, we would not be able to stop any 
of them barring some mechanical defect such as the stoppage of a 
feed pipe, or something like that, and that for every 10 planes Russia 
would launch against us with atomic bombs 10 planes would get 
through. 

What is the situation now with respect to that? Out of every 10 
planes that Russia would send over here with atomic bombs destined 
to strike American cities, how many do you think we could stop 
before they reached their targets ? 

Secretary Wirson. I would like to go back a little further and ask 
you, who told you 2 years ago we could stop 30 percent of them? Do 
you recall the man’s name ? 

Mr. Cannon. General Vandenberg made the statement. You will 
find reference to his statement in my remarks in the Congressional 
Record for March 16, 1951. 

Secretary Witson. Who told you last year we could not stop any? 

Mr. Cannon. I am not certain, but I referred to it in my remarks 
in the Congressional Record of October 11, 1951. Have you any 
doubt about the justification of the statement ? 

Secretary Witson. Admiral Radford is going to appear before you 
tomorrow, or whenever you want him, and he has a good analysis of 
the situation—how many we could stop. It would depend partly on 
the time of day they came. It would depend upon how much warning 
we had and it would depend upon whether they did it now, or 3 years 
from now. 

I will say this, my analysis would indicate that the Russians have 
been much more afraid of us than we are of them, and their buildup 
has been a defensive buildup. 

Mr. Cannon. Do you think anyone who is at all familiar with 
modern history, or American history, could imagine, could sincerely 
believe, that America would, without provocation, attack any nation 
in the world? Do you think anyone is so obtuse as to entertain such 
an opinion for one minute in view of our record with other nations? 
We turned the Philipine Islands loose with our blessing and millions 
of dollars in improvements. We gave Cuba her freedom. We re- 
frained from encroaching upon Mexico. We have encouraged and 
defended the independence of every Central and South American 
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country. It seems to me absurd for anyone to express an opinion 
that Russia or any other country need be afraid of America starting 
a war. Do you think anyone honestly and sincerely entertains any 
such belief under any circumstances? 

Secretary Wuson. I do not myself. The program that I am pre- 
senting here is not an aggressive military program. I think it is the 
only sensible kind of defense program for any administration or for 
pe Secretary of Defense to propose to the Congress. 

r. Cannon. You mentioned such a fear, the fear that we might 
set upon Russia unexpectedly. 

Secretary Witson. No; you mentioned that. 

Mr. Cannon. And a justification for Russia’s continued prepara- 
tion for war. 

Secretary Wiurson. No; no. That is your statement. 

Mr. Cannon. Quite the contrary. Please go back and read your 
testimony. 

Discussion off the record.) 
retary Witson. While I do not now see exactly how it is going 
to happen, I hope in the years ahead the thing will gradually cool 
off some way; that the men of good will of all nations throughout the 
world will find some way of avoiding another disastrous war. But 
we do not dare risk being impotent in the meantime. 

You say Americans would not agree to an aggressive war—attack- 
ing somebody. I agree with you. But I believe they also would not 
agree that we should be powerless and let our Military Establishment 
slide down to where we have an inadequate defense. I do not think 
they would be for that either. 

Mr. Cannon. I think they have demonstrated that. But going 
back to the real point at issue, whether under modern conditions with 
the Russians starting 10 planes from a Russian airfield at the time, 
and under the circumstances they considered most favorable, how 
many would reach their targets in America ? 

Secretary Witson. Well, I would like you to have Admiral Rad- 
ford answer that question. 

Mr. Cannon. What does he say about it that you think applies? 

Secretary Wison. As I say, it all depends upon the kind of planes, 
the time of day, and other factors. 

Mr. Cannon. Of course, we can depend upon our friends, the Rus- 
sians, choosing the best time of day and the most advantageous condi- 
tions. They are as familiar with those things as we are, so we can be 
certain they will start at the time they consider most likely to succeed. 
That being true, how many bombers bee Admiral Radford think will 
get through ? 

Secretary Witson. Let him give you the whole picture and then you 
will have something to goon. I have heard his presentation to some of 
the other committees of Congress and it is very complete. 

Mr. Cannon. Summing up the whole thing, what is your opinion, 
judging from what he told you? How many would get by? 

Secretary Wizson. I do not want to get into the category of people 
who express opinions off the cuff. 

Mr. Cannon. To a Secretary of Defense such a vital subject could 
not be off the cuff. We would like to know if you think that any would 
get by, or if all would get through. Does it really depend on this 
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budget as to whether they might or might not get through? How 
many do you think would get through? 

Secretary Wutson. I would not want to answer that question. It is 
overly simplified. 

Mr. Cannon. You would not say that none would get through? 

Secretary Wirson. No, I would not say that. I would rather say 
that I do not expect the Russians to try it in the near future. 

Mr. Cannon. Of course, but the very fact that they continue to 
make both planes and atomic bombs, and the very fact that you say we 
have an “uneasy armistice” indicates they might drop in on us at any 
time, day or night. 

Secretary Wirson. I do not think that is the conclusion to draw. 

Mr. Cannon. What is the conclusion, Mr. Secretary ? 

Secretary Witson. That we are militarily strong enough to deter 
aggression, and the Russians are not going to start a war by dropping 
a bomb on us when they know there is going to be immediate and 
massive retaliation. Also, we know we can greatly improve our warn- 
ing system and our ability to stop bombers. If you analyze the places 
those bombers could come from, how they would do it, and what sor 
have to do it with, and if you are worrying about it, I think you will 
sleep a little better at night after having heard Admiral Radford’s 
testimony. 

Mr. Cannon. Then, while you will not say that none of those 
Russian planes will reach their target, you think fear of retaliation 
rather than the difficulty of getting through might prevent such an 
attack? 

Secretary Wrison. Yes. But they would lose many bombers and 
trained crews and IT do not believe they could keep it up. It would 
be a terrible thing for our people to take for a while. 

Mr. Cannon. You say their men are expendable, the men on the 
ground. You do not consider their planes expendable? 

Secretary Witson. The loss of their trained flyers would be a factor 
also. 

Mr. Cannon. Do you think we are making progress toward a better 
defense; that is, as time goes by do you think we are making such 
progress that less and less of those planes will get through? As a 
matter of fact what progress are we making? Where are we placing 
the emphasis in defense against foreign planes carrying atomic bombs? 

Secretary Wiison. Well, among other measures we have the NIKE 
installations going in; ground-to-air missiles. 

Mr. Cannon. Those are robots which do not carry personnel? 

Secretary Wirson. That is right. We have superior all-weather 
fighters in production. We have some new electronic equipment to 
identify these planes in this early warning system we are talking 
about, so the answer to your question is that our defense is being con- 
tinually improved. 

Mr. Cannon. You think it is steadily improving? Is it improving 
fast enough? 

Secretary Wirson. Yes, sir. 

Mr. Cannon. At what mileage per hour would those planes come 
in if they were launched in Russia? What is the speed of their fastest 
planes capable of carrying an A-bomb? 
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Secretary Wutson. We had some plone drop down in their country 
toward the end of the war, some of our B-29’s, and they duplicated 
Say Presumably, they improved them a bit like we did in our 

—50, 

Mr. Cannon. How fast. do they travel? 

Secretary Witson. Somewhere around 250 miles an hour. 

Mr. Cannon. We were told at one time, Mr. Secretary, that they 
perfected the jet plane before we did; that at first when we could get 
the plane in the air but could not get it down they had perfected a 
plane which was maneuverable. Is that true or not 

Secretary Witson. I would not think that was true. 


rm Cannon. Do you think they have as good planes today as we 
ave 


Secretary Witson. No; I do not. 

Mr. Cannon. We have outproduced them then? 

Secretary Witson. We outfought the MIG’s in Korea at the end 
of the war. We got 55 to 1 during one period. 

Mr. Cannon. Of course, conditions at the end of the war were vastly 
different from conditions later on. We practically abandoned our pro- 
duction program. 

Secretary Witson. I am talking about the Korean war. In the last 
ae of the fighting over there we knocked MIG’s down at a 
high rate. 

r. Cannon. Do you think that we could do as well against Russia 
as we did against the Koreans? The Koreans did not have Russia’s 
best planes. 

Secretary Witson. They had the MIG’s that we talked so much 
about. I do not believe in underestimating the quality of their equip- 
ment or pilots. 

Mr. Cannon. That is the greatest mistake that can be made—under- 
estimating the enemy. 


y 
Secretary Witson. I do not think we ought to do it. 


RESEARCH 


Mr. Cannon. This work you speak of whereby we are trying to 
improve our methods of defense against incoming bombers, that is a 
part of the work you are doing under yont appropriation for research. 

Secretary Witson. We expect further improvement in these meas- 
ures through our research program. However, we have a definite pro- 
gram for continental defense which is a part of our budget now. 

Mr. Cannon. In addition to the money you are spending for 
research ? 

Secretary Wirson. Oh, yes. There are some things further out in 
time we would like to know how to do, but which we do not quite know 
how to do now, and that is the research end. We have some good and 
specific things we are willing to say we want to do right now. 

pitt Cannon. That is gratifying. I trust we will not. be disap- 

inted. 

Per, Wuson. I think you will be very pleased with Admiral Rad- 
ford’s review. He is going to talk about the world situation. He is 
going to tell you whatever you want to know about our planes and the 
enemy’s planes, and how many they have, and how many we have, and 
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what the total picture looks like. While I am familiar with it, he can 
do-a far better job:than I. 

Mr. Cannon. There are some of us, Mr. Secretary, who are convinced 
that if the Government is wasting money anywhere, it is wasting it in 
research. The Government is spending astounding amounts of money 
on research in every activity, and in many departments of the Govern- 
ment they have been unable to show where they have been accomplish- 
ing anything. The progress that has been made has been made 
through private industry. But in national defense there is no private 
industry in a position to do this work, so we must depend upon our own 
research, and we must make corresponding appropriations for it. It 
is to be hoped you are getting results. 

What is being accomplished, do you think, with the money you are 
spending for research ? 

Secretary Witson. I think if we had not spent money on research 
we would not know what to do about continental defense now. We 
have some prospects of what the scientists call a breakthrough in this 
area. 

Mr. Cannon. You think we are getting results commensurate with 
expenditures 

Secretary Witson. Yes. If you say results per dollar spent, that is 
a hard one. I took a good look at it last spring, as you know. I re- 
ceived quite a wave of criticism from the other side. I said I was not 
interested in any research on why potatoes turned brown when they 
are fried, and a few things like that. The scientific world got quite 
upset about it. I think the program in this budget is all right. I 
recommend it. If next year it looks like we have not received our 
money’s worth in certain areas, maybe we can reduce it. I do not 
recommend doing it now. 

I will admit to you, sir, that it is a very difficult area in which to 
weigh whether you are getting your money’s worth or not. If you 
knew for sure you were going to get the answer you wanted to get it 
would not be research. You would have passed that stage. It would 
be in the engineering application stage. 

We believe that the Russians are working on their research side 
pretty hard. They are training more and more scientists and 
engineers. 

r. Cannon. You made a statement that is new in the experience 
of these committees up here, in which you contended that simply by 
spending money we did not always get results from research. Practi- 
cally every other agency comes in here asking for money for research 
and takes it as a matter of course if they spend money for research they 
will get results. 

Secretary Witson. I happen to know better. 

Mr. Cannon. It is a very refreshing change, Mr. Secretary. 

Secretary Wuson. It is a little bit like winning on a long liad ina 
horse race. You do it once in a while, but it is still a long shot, and 
that is what some of this research is. But again, like a horse race, 
some of these long shots pay off, and result in a great scientific ad- 
vance—what the scientists call a breakthrough. 

In all fairness to the scientific side of it, you never know in advance 
what can be accomplished when you establish some real new 
knowledge. 
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__ The importance of new knowledge is not only in the military area; 
it is ors standard of living of the people of our country and 
the rest of the world. Maybe I am on the side of spending money even 
to the point of where it is a bit of a gamble in this area. I believe in 
organizing this thing well, checking up on the people who are working 
at it, checking up on the projects to see they have competent men. Just 
because you call a fellow a scientist does not mean he is any good at it. 
Just because you call it research, that does not mean it is really research. 

Mr. Cannon. Unquestionably vast sums are wasted, maybe not in- 
tentionally, but wasted nevertheless. 

Secretary Wuison. You can set it up to where you have too much 
overhead, and when you get to the end you have no meat on the 
bone. You can waste money. It is one of the easiest things in the 
world to do, waste money in different ways. Research properly or- 
ganized and pushed by educated people who are devoted to their 
work pays off. The history of the world shows that. 


PRESSURE TO CONTINUE ACTIVITIES 


Mr. Cannon. You tell us that in carrying out your program you 
have to make some hard decisions and various groups will undoubtedly 
put pressure on you and on us to continue the activities in which they 
are interested even though they are not now needed. 

What are some of those groups, Mr. Secretary ? 

Secretary Wirson. Well, we are just closing a few hospitals. We 
are closing them not because we are out of funds, but because, thank 
God, we do not have the crippled men coming back to go into the 
hospitals. Nevertheless, each community where we close one down 
complains about it. 

I recently had an exaggerated case, from my point of view. We 
were closing down an installation we did not need to operate. A com- 
mittee saw me about it. One of the men from the area said, “Well, 
this is a bad one to close down. This is already a disaster area. Be- 
sides, the reduced draft call that you just put out means there are 
110 more men that will not be drafted from our community, so there 
will be 110 more unemployed.” That made me angry. I think that 
we are going to have more understanding about these matters than 

that. In the Defense Department we are going to explain these 
situations better. 

Even the publicity over some hospitals I did not like. In the old- 
fashioned way we said that we were shutting them down for lack 
of funds, which was not true. We are going to have to take them 
one at a time and be sensible about it. In total the common good 
outweighs the local advantage, if you want to put it that way. The 
big thing is not to move too many things too suddenly ; we must reall 
explain it to the people as we doit. I think we have a lot of responsi- 
bility in the Defense Department in properly explaining the moves 
that we have to make. You can say things the right kind of way 
‘and you can say them the wrong kind of way. I know that each of 
you men in your own districts back home want. to know what is going 
on, you want to be able to explain it to the people. When we do not 
do it well, tell us about it. e will try to do better the next time. 
Each of you will have to help usa little. AvET 

Mr. Cannon. We are anxious to cooperate. 
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Secretary Wirson. I would like to say one more thing that I believe 


jis absolutely true, that war and the preparation for war cannot be 


prosperity itself, and in this great country we can keep our people 
reasonably employed without running a war. I get a little worked u 
with some people who seem to be confused, and who think blood spill- 
ing and i Ss are synonymous. That is a terrible idea. There are 
many unfilled wants among our people and there is a lot of work to do. 
I am sure that we can organize our affairs in this country, starting 
from the grass roots on up, to the end that we can have a prosperous 
era ahead of us without more wars, big or little. Even with the mili- 
tary program we have now we can still make a lot of progress in 
continuing to raise the standards of living of our people. e can 
show some of the rest of the world how to do that in their countries. 
Let us not get a vested interest in war and have a wrong approach 
to the whole problem. 

Mr. Cannon. From the end of the Second World War to the be- 
ginning of the Korean war we maintained prosperity in this country 
without war. If we did it then in time of peace, why cannot we do 
it in the future in time of peace? 

Secretary Wirson. That should be encouraging, the fact we did 
as well as we did. 

Mr. Cannon. It is logical. 

Now, is it possible that among these groups to whom you have 
referred—the groups which will put pressure on us to continue activi- 
ties no longer needed—are there groups which will attempt to continue 
unneeded and outmoded methods, weapons, and procedures after it 
has been demonstrated they no longer serve the best interests of 
national defense ? 

Secretary Wirson. I hope not. 

Mr. Cannon. I remember it took us a long time to get rid of cavalry 
in this country. The cavalry was originally the eyes of the Army. 
Long after that function was taken over and handled more effectively 
by airplanes, they still insisted on maintaining that branch of the 
Army service. I believe I saw in this last week’s paper where they 
had just disposed of the last of the cavalry horses. 

Is it possible that this might be true of other activities in the service 
which are no longer needed, or which are now better performed by 
other branches of the Army ? 

Secretary Witson. As long as I am Secretary I will work to see 
that it is less true in the future than it has been in the past. 


REAPPRAISAL OF VALUE AND FUNCTION OF DEPARTMENTS 


Mr. Cannon. In the course of this “new look” you are taking, and 
in the course of this new estimate you are making and this new 
appraisal you are submitting, have you reappraised the value and 
function of the Air Force, and the value and function of the various 
departments of the Army—their respective parts in modern warfare? 

Secretary Wirson. I think that I can answer yes to that. I would 
like you to ask the Chiefs that question when they are up here. 

Mr. Cannon. Since that is true, does that mean that you have 
¢ehanged the emphasis placed on these various branches of the service 
asa result of that new appraisal ? 


Secretary Witson. To some extent it is a natural evolution. 
that we have not waited as long as you mentioned in the case of the 
Cavalry. 

Mr. Bical I see here that you say that you are placing greater 
emphasis on both Air Force and Naval air power. Do you mean that 
both of those are of equal efficiency and effectiveness in warfare; that 
land-based planes and carrier-based planes are equally useful and 
necessary 

Secretary Witson. The proper answer to that is that each one has 
its place. 


COMPARATIVE RANGE OF LAND- AND CARRIER-BASED PLANES 


Mr. Cannon. What is the nt range of the land-based 
planes and the carrier-based planes ‘ 

Secretary Wirson. The same type plane has essentially the same 
range; the fighter flying off a carrier craft has about the same range 
as a fighter flying off of land. 

Mr. Cannon. Could you get to Moscow with a plane from a carrier? 

Secretary Witson. It would depend upon where the carrier was. 

Mr. Cannon. Any place—the North Sea or the Mediterranean. 

Secretary Witson. Well, speaking on the record bothers me in an- 
swer to such a question. I think that we ought to stop rattling the 
atomic bomb as much as we do and stop talking about bombing ‘Mos- 
cow all the time. 

Mr. Cannon. You have not answered the question. Can you reach 
Moscow with an atomic bomb carried by a bomber from the deck of 
an air carrier—anywhere ? 

Secretary Winson. Off the record. 

(Discussion off the record. ) 


MAINTENANCE OF CARRIER IN MEDITERRANEAN 


Mr. Cannon. How long could you maintain a carrier in the Med- 
iterranian, or the North Sea, under surveillance of Russian airpower ? 

Secretary Wirson. I think if you asked military people these ques- 
tions you would get more satisfactory answers. 

Mr. Cannon. But these are such fundamental questions that you, 
as head of the Department, have undoubtedly discussed with your 
subordinates. You say in your opening statement that you are the 
spokesman in military affairs for the administration. 

Secretary Wirson. Your questions need a more complete answer. 
They are not the kinds of questions to which you can answer yes or 
no. I really believe that our program has about the right weighing 
of where we should spend our money. I know that there are people 
who seem to be Navy-minded and people who seem to be anti-aircraft- 
ii and who feel that we should step spending money on 
the Navy. 

Mr. Cannon. We are not interested in that. What we are inter- 
ested in is facts. We want to know how long you can maintain a 
carrier in the Mediterranean Sea, in an all out war with Russia? 

Secretary Wrtson. The Navy people will tell you they can do a 
good job of it. It all depends upon how much support they have; how 
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many carriers they have, and what is going on. I assure you it is a 
powerful and effective thing. It has range. It has this advantage— 
the enemy does not know just exactly where it is. 

Mr. Cannon. What advantage, Mr. Secretary ? 

Secretary Witson. It has the advantage that it does not stay put in 
one place. 

r. Cannon. Do you mean to say if a carrier was in the Mediter- 
ranean Sea the Russians would not know every minute where it was? 

Secretary Witson. No, because they would be moving all the time. 

Mr. Cannon. The Russians would be moving too, Mr. Secretary. 
It is ridiculous to imagine the Russians would not know every minute 
in the 24 hours where that carrier was in the Mediterranean Sea. 

Secretary Witson. They talk about these long-range missiles, you 
know, that you can start out from one place which will hit a target, 
but if the target is not there and you do not know where it is going to 
move to, you cannot hit it. There are many things involved. 

The overseas bases that we have are a new thing in the world. We 
think they are effective, and that it is the proper thing to do. But 
also, we have places where we cannot have any bases that will protect 
us like a carrier will. There are not always islands or other bases in the 
right kinds of places, so I think without question there is a proper 
place for the aircraft carrier. I think when you study the matter 
carefully any unbiased student of the matter will agree. If this com- 
mittee desires to dig into it, you can get the difference of opinion that 
may exist between our Air Force and our Navy people and put it on 
the table and take a look at it. 

Mr. Cannon. But of course, Mr. Secretary, we want to know what 
your opinion is. 

Secretary Witson. My opinion is that there is a place for each and 
that the program has about the right amount of each in it. 


SUBMARINES 


Mr. Cannon. I notice you speak here of one function of the Navy, 
the biggest function of the Navy, being to hunt out and destroy sub- 
marines. That is not the exact language you used, but that is what 
you meant. 

Just how successfully could we deal with the submarine question 
today in case of war? 

For example, Mr. Secretary, in the last World War Germany had 
many less submarines than Russia has today, and they were the old 
type which had to come to the surface to recharge its batteries. 
Nevertheless they drove our tankers from the Atlantic Ocean and 
nearly froze New England and New York during the war because no 
tanker could bring oil around the Atlantic coast. That made it nec- 
essary for us to construct in recordbreaking time the pipelines from 
the Panhandle to New York City. 

Now, if Germany was able to drive our commerce off the Atlantic 
Ocean in the last war with a comparatively few of these old-fashioned 
submarines, what could Russia do today with hundreds of the new, 
improved submarines which do not have to come to the surface in 
weeks or months? 
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Secretary Witson. Well, our detection methods are improving, too. 
I think our Navy people would tell you that they could do a pretty 
good job in this 

There is no question that the Russian submarines are one of the 
important things that have to be dealt with. That is in the program 
too. That whole changing situation is being worked at very inten- 
sively. The Navy takes that as its responsibility. That, however, is 
but one of their principal missions. ‘They are working at it. 


UNEXPENDED BALANCES 


Mr. Cannon, I note that you say here you have large unexpended 
balances, and uncommitted balances, and that you have about $62 
billion here in one fund that is uncommitted. 

Secretary Winson. Oh, no, not uncommitted, sir. 

Mr. Cannon. Unexpended ? 

Secretary Witson. Yes. That is different. 

Mr. Cannon. How much of that $62 billion is uncommitted ? 

Mr. McNew. At the end of the year there will be about $10 billion. 

Mr. Cannon. $10 billion is a very substantial sum of agoer 

Mr. McNew. An example of that is the Army. The budget will 
show that the estimated amount of unobligated funds on June 30 com- 
ing will be $4,087,000,000. 

r. Cannon. $4,087,000,000? Stupendous. 

Mr. McNer. Yes. That is one reason there is zero requested for 
next year. No new obligational authority is requested for procure- 
ment and production in the Army, because they do have substantial 
sums left available. 


INVENTORIES 


Mr. Cannon. I note that the Secretary, or someone in his immediate 
staff, said recently that they had such a large inventory on hand, with 
so many supplies stockpiled, that for the coming year they could live 
off = shelves in the pantry without securing any more appropriations 
at all. 

Mr. McNem. There are some items on which that is true. 

I think what he was referring to is generally what might be called 
the soft goods or consumption goods. That is one reason the mainte- 
nance and operations account of the Army in the new request is con- 
siderably reduced from last year. 

Mr. Cannon. Mr. Secretary, are these large, unexpended surpluses 
due to the fact there was an unexpected ending to the Korean war or 
due to having too much money, or due to lack of efficiency in its 
disposition ? 

ecretary Wirson. It is due largely to overfinancing and slippage 
of the program. In other words, the original big budget—for fiscal 
year 1952—was $60 billion. That is more money than any group of 
men could efficiently obligate and spend in the time. 

Mr. Cannon. In other words, we gave you too much moncy ? 

Secretary Witson. Yes. It is the past group, not the present group. 

Mr. Cannon. I am speaking of the services. 

Secretary Wison. Yes. 

Mr. Cannon. We gave the services too much money ? 

Secretary Wurson. To some degree. 
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’ POSSIBLE REDUCTIONS IN 1955 BUDGET 


Mr. Cannon. Let me ask you, Mr. Secretary: Do you need all the 
money that is requested in this budget here before us today? Could 
you get along without some of it? Is it possible that again next year 
we will find we have given you too much money ? 

Secretary Witson. There is one small item since the time it went 
in that could be reconsidered. As a matter of fact, we had an argument 
in the family about it before we put the request in. At the time we 
needed more information so that we could really examine the thing in 
the detail necessary. We think there is some reduction possible now. 

Mr. Cannon. What was that item? 

Mr. McNem. “Maintenance and operations, Army.” 

Mr. Cannon. It is possible that on a review or on actual experience 
with expenditures you might find some similar items, other items 
where you have requested more money than you actually need ¢ 

Secretary Winson. Well, that has been the history in the past. 
You gentlemen have usually been able to point out some of the 
things; we are willing to work with you to help find them. If we 
can find any place we do not need as much money I will be the first one 
to step up and say so. 

Mr. Cannon. Pntceteiately, as you say, the history of the past is 
that we have given you more money than needed ¢ 

Secretary Witson. No. 

Mr. Cannon. Have we given you less money than actually needed / 

Secretary Witson. In the more recent past. Actually, after Korea | 
think there was a quick realization that we had been too penurious, 
and we wanted to make sure that the money was not going to be a 
limiting factor in doing what was necessary to get a secure position. 

Mr. Cannon. That was at a time when we felt that the war was 
definitely over with and there would be no future war. Korea fell 
upon us very unexpectedly. 

Secretary Witson. Well, some people would say that and some 
would disagree. 

Mr. Cannon. A congressional delegation was in Korea the week be- 
fore we were attacked, and they came back saying we were going to 
have peace indefinitely in Korea. About the next day the enemy fell 
upon us and nearly wiped us out, so it came very unexpectedly. We 
were not expecting war at the time those budgets were appropriated 
for. 

Secretary Witson. Well, there is a lot of difference between $13 bil- 
lion and $60 billion. 

Mr. Cannon. Certainly. But if you were not going to have war $13 
billion is too much. 

Secretary Wirson. No. 

Mr. Cannon. If you were certain you were not going to have war 
$13 billion would be too much. 

Secretary Witson. Well, in the world situation as it exists and as it 
existed I do not think any such assumption is wise. 

Mr, Cannon. Of course, hindsight is much better than foresight, 
Mr, Seeretary. 

Secretary Witson. Well, I am not trying to be a Monday morning 
quarterback. Just because there is no shooting going on, if the Con- 


gress tried to cut the Defense Department budget down to $13 billion 
or $15 billion, you would get an awful squawk out of me. 
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Mr. Cannon. I cannot imagine such a situation, Mr. Secretary, with 
the prospects for war we have today. That might be said to be a 
strawman to be knocked down. 


ADEQUACY OF PRESENT BUDGET 


Let me ask you this question: If we gave you this budget as you have 

submitted it here, if Congress appropriated every dollar for which 

ou have asked, can you assure us it would not be necessary to come 
k for deficit appropriations? 

Secretary Witson. Well, that is the other side of it, is it not? I do 
not think we would have any deficit appropriation request unless there 
was a considerable change in the world situation as we see it today. 

I did not feel the same way about the Korean war last spring. 
That was going on, and I thought we ought to put the money in the 
budget to carry it on. When it stopped we did not spend that money. 

That is in my statement. I pointed that out. 

I think we have the right amount of money on the basis that there 
will be no outbreak of a shooting war anywhere. I think we have the 
right approach to it. If we have a shooting war same place we will 
have to take another look at it. 

I do not think we are going to have one, but I do not know. It is 
always a possibility. I consider it is a possibility and not a proba- 
bility, if you will take the difference between those two words. 

Mr. Cannon. But at the present time under the circumstances you 
think you have asked for every dollar you will need, and you think 
there will be no further request unless there is a change in the situa- 
tion abroad? Under present conditions there will be no request for 
deficit expenditures ? 

Secretary Wiison. I think that is a fair statement. 

Mr. Cannon. I will say, then, Mr. Secretary, that so far as I am 
concerned this is a very satisfactory budget. 

Secretary Wizson. Thank you. 

Mr. Cannon. And that as one Member of the House I will cer- 
tainly support you in every respect against the expenditure of an 
extra dollar not provided for in this budget. 

Thank you. 

Secretary Wison. Thank you, sir. 

Mr. Wiccteswortn. Thank you, Mr. Secretary. 


Tuerspay, Fesruary 2, 1954. 


Mr. WicocieswortH. The meeting will come to order. 
Mr. Mahon has the witness. 


REDUCTION IN CIVILIAN PERSONNEL 


Mr. Manon. Mr. Secretary, I want to commend you for putting in 
our opening statement such a great wealth of information that is of 
interest to the committee, and which will be of interest to the Congress. 
I want to ask you a few questions. I was interested to note you had 
cut civilian personnel about 10 percent, I believe, or slightly more. 
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Secretary Winson. It ismorethan that. It is about 12 pereent. 

Mr. Manon. There were 1,329,000, and you have cut it 150,282, which 
is more than 10 percent. 

Secretary Witson. Yes, it. is close to 12 percent. 

Mr. Manon. Of course, there are many businessmen, former asso- 
ciates of yours, who, in my judgment, think, and have thought for 
years, that military civilian personnel should be slashed at least one- 
third without any injury whatever to the cause of national defense. 

Evidently, you do not share that kind of view by reason of the 
fact your reduction there has been only about 12 percent. 

Secretary Wixson. I think some more reductions can be made as 
the whole organization levels off and gets better organized. You can- 
not change people’s thinking and ways of doing overnight. 

Mr. Manon. You see, we have had a cessation of fighting in Korea, 
and there would have been, regardless of other factors some reduction, 
it seems to me in the civilian employees. 

Secretary Witson. There should be, of course. We have been work- 
ing at it. We think we are not at the end of the string yet. It isa 
question of getting the people better organized. Aso, it is a question 
of identifying some of the unnecessary work. Sometimes, you know, 
we get reports and work up some way of looking at a thing that has a 
purpose at the time, but 3 years later, or 20 years later, the thing is 
no good any longer. 

Mr. Manon. To many people it looks out of balance to have about 
3,400,000 men and women in uniform and 1,179,513 civilians in the 
same program. 

You can make any further comment on that you want for the rec- 
ord. I do not want to belabor the question. 

Secretary Wirson. I do not know whether I quite understood 
whether you think the ratio of the two is wrong, or that we have not 
made enough progress. 

Mr. Manon. My feeling is that I hope you can make more progress. 
My thinking is that John Q. Public will think we have not made 
enough progress with the 12 percent reduction. But you, in your posi- 
tion, ought to be better able to judge than the public or I. 


PERSONNEL IN METROPOLITAN DISTRICT OF WASHINGTON 


Mr. Manon. Now, there has been widespread prejudice for years 
over the seemingly unseemly number of people in the Pentagon, 
both military and civilian. A rosiiaunly. what is the figure of 
people in the Pentagon now? You can supply the exact figure for 
the record. Approximately what is it? 

Secretary Witson. Do you mean for the Army, the Navy, and the 
Air Force ? 

Mr. Manon. That is right, in the Pentagon Building. Can we not 
slash that number, say, one-third or one-half, and do just as good a 
job? That is the point that I am driving at. 

Mr. McNett. I assume you also mean the Navy Building on Con- 
stitution Avenue, the Navy Annex, and Gravelly Point, ete. 

Mr. Manon. Yes. 

Secretary Witson. It has been reduced. It can be reduced some 
Pn and will be. I would not say a half or a third. We cannot do 
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(The following information was furnished for the record :) 


On January 31, 1953, there were 56,983 military and civilian personnel at- 
tached to the Army, Navy, Air Force, and Secretary of Defense departmental 
activities in the Washington, D. C., metropolitan area. Of this number 14,771 
were military personnel and 42,212 were civilian personnel; 21,046 were em- 
ployed in Army departmental activities, including 4,117 military personnel ; 
25,217 were employed in Navy departmental activities, including 6,970 military 
personnel; and 8,545 were employed in Air Force departmental activities, of 
which 3,684 were military personnel. There were 2,175 civilians attached to 
Secretary of Defense activities. 

As of December 31, 1953, there were 53,096 military and civilian personnel 
performing departmental functions for the 3 military departments and the Of- 
fice of the Secretary of Defense. Of this number, 13,993 were military per- 
sonnel and 39,103 were civilians. Of the total number, 19,587 were engaged in 
Army departmental functions, including 4,115 military personnel; 23,420 were 
performing Navy departmental functions, including 6,313 military personne! ; 
and 8,355 were performing Air Force departmental functions, including 3,565 
military personnel. Civilian personnel attached to the Office of the Secretary 
of Defense totaled 1,734. 

During the 11-month period, total personnel engaged in departmental ac 
tivities in the metropolitan district of Washington decreased 3,887. Of this 
decrease, 778 were military personnel and 3,109 were civilian personnel. Ci- 
vilian personnel in Army departmental activities decreased 1,457 while the de- 
crease in Navy departmental activities was 1,140. Civilian personnel in Air 
Force departmental activities decreased 71, while those attached to the Office 
of the Secretary of Defense decreased by 441. 

The above figures include all military and civilian personnel engaged in de- 
partmental activities in the metropolitan area of Washington, which consists 
of the District of Columbia, Montgomery and Prince Georges Counties in Mary- 
land, and Alexandria City, Arlington and Fairfax Counties in Virginia. 


VULNERABILITY OF ATOMIC ATTACK 


Mr. Manon. Mr. Secretary, what about our capacity to repel enemy 
bombing attacks? What about our capacity to repel enemy bombing 
attacks on this country? Do you think this budget has enough money 
in it for that purpose? Should there be more? Are we taking too 
great a risk in not doing more for the continental defense? You 
pointed out yesterday this country could not lose a war if it main- 
tained the will to fight and could maintain its industrial capabilities. 

Secretary Witson. That is right. 

Mr. Manon. What is your general view on that? 

Secretary Wirson. I think it is the right amount. I think it is the 
right division of forces. I think General Twining will tell you 
the same thing. I would like to have you ask him that question from 
a strictly military point of view. Admiral Radford will discuss that 
also this afternoon. 

Mr. Manon. Will you agree with my statement that this country is 
highly vulnerable to atomic attack at this time? 

Secretary Witson. No; I do not think it is highly vulnerable. I 
think it is vulnerable, but not highly vulnerable. 

Mr. Manon. Certainly, no military man would insist we could now 
stop under conditions favorable to the enemy more than a relatively 
small fraction of those who would seek to raid us from the air. 

Secretary Witson. Admiral Radford has an analysis of the enemy 
air strength, what they have, how far they can fly, and under what 
conditions. 

Mr. Manon. Would you then say, as Secretary of Defense, you can 
assure _ people of this country they are relatively secure from atomic 
attack 
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Secretary Wiison. I, myself, have a firm belief in the deterrent 
effect of our Strategic Air Force. 

Mr. Manon. Yes. That is not the question. 

Secretary Wiison. Is your question this—if we did away with the 
Strategic Air Force and depended on our interceptors and fighters 
alone, could we stop the bombers ? 

Mr. Manon. No. My question is, taking into consideration the 
facts of life as they are, can you assure the American people that we 
are relatively secure—not positively and absolutely, but relatively 
secure? 

Secretary Wirson. I think that is about the right way to express 
it—we are relatively secure. 


GUIDED MISSILE ESTIMATES 


Mr. Manon. I know that you will not have this figure on your 
fingertips, but I would like to have it—how much of the budget is 
for guided missiles, research and development, hardware, personnel, 
and so forth, in the guided-missile field? Supply the answer for the 
record, please. 

(The information requested follows :) 

New funds requested in the fiscal year 1955 budget include approximately 
$625 million for the procurement and production of complete guided missiles 
and for the research and development program in this area. It is anticipated 
that there will be approximately $900 million of expenditures on these programs 
during fiscal year 1955. 

If the fiscal year 1955 request for new funds is granted, the Congress will 
have provided for the 5 fiscal years 1951 through 1955 approximately $4.7 billion 
for guided missile research and development, production and procurement, 
facilities expansion and tooling. This sum is distributed approximately as 
follows: $2.9 billion for procurement and production of complete guided missiles 
and the necessary launching, guidance and control devices; approximately 
$1.6 billion for research and development of guided-missile systems: and in 
excess of $200 million for guided-missile facilities expansion and tooling. 


CONTINENTAL DEFENSE 


Mr. Manon. Now, approximately how much of this military budget 
is for the specific defense of this country, including guided missiles, 
interceptor aircraft and antiaircraft and otherwise’ I realize that 
would have to be sort of an estimated figure. You cannot have any- 
thing hard and fast. If we say that we are appropriating $31 billion 
for defense, I would like to say to the public, “Gentlemen, one-third 
of that in rough figures could be considered for continental defense.” 

Do you see my point? Give me the best figures that you can. 

Secretary Witson. I will tell you where some of the difficulty comes 
in, and that is on something like a fighter-bomber because wings of 
those types may be used for both defense and offense. 

Mr. Manon. You can qualify your answer. 

Mr. Scrivner. Is not it all for the defense of this country? 

Secretary Wirson. That is true, because we feel that the Strategic 
Air Force—and the Air people keep saying it over and over again— 
is intended, not as an offensive weapon, but as a defensive measure to 
strike back with. The fact that it exists and is in being is a deterrent 
to war, so in that sense we would consider it as a defensive mechanism. 
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Mr. Manon. I am not speaking of it in thet sense. In the sense 
that I am speaking of it, give us the best estimate you can for the 
record. The Strategic Air Force has nothing to do with the conti- 
nental air defense except indirectly. 

Secretary Winson. at you are really talking about is leaving 
out the tactical air. 

Mr. Manon. Sure. 

Secretary Wixtson. And the Strategic. 

Mr. Manon. Just give the best answer that you can. 

Secretary Witson. Do you want it only for the Air Force, or do you 
want it for the Na 

Mr. Manon. I said, “How much of the budget ?” 

(The matter referred to follows :) 


CONTINENTAL DEFENSE EXPENDITURES IN Fiscan Year 1955 


In a very real sense, all forces included in the United States defense program 
contribute, in some measure, to the defense of continental United States. Even 
forces of an intrinsically offensive character, such as our strategic bomber 
aircraft and naval carrier aircraft, by their ability to strike at an enemy’s long- 
range air forces at their bases, play a key role in the defense of the continental 
United States against air attack. United States forces overseas, and for that 
matter the forces of our Allies, aiso contribute to the defense of the continental 
United States by imposing a barrier between our homeland and the enemy’s. 

Our defense program, as a whole, is designed as a single entity ; each element 
of the program interlocks with and supports all the others. There is no practi- 
cal way to isolate the dollars requested for continental defense per se in the 
fiscal year 1955 budget from those requested for other parts of the national- 
defense program. 

Aside from forces which have continental defense as their primary mission, 
there will always be stationed in the United States large forces whose secondary 
missions will be the defense of continental United States. These include tactical 
air forces, Army and Marine divisions, naval air stations, and ships of the 
Navy in United States waters, all of which have, as their secondary mission 
in the initial stages of any new war, defense of continental United States. In 
addition, there is the sizable power of our Reserve forces—Army, Navy, Marine 
Corps and Air Force—some of which can be brought to bear immediately follow- 
ing an attack upon the continental United States. Finally, there are the air- 
planes and antiaircraft weapons in the training elements of the Armed Forces. 
These too can be used for defense of the continental United States in an emer- 
gency. 

Inasmuch as all of these forces have primary mission other than defense of 
continental United States, their costs should not be included in any rough 
estimate of the cost of this task. However, there are certain forces, such as 
antiaircraft battalions, ground radar stations, interceptor aircraft, etc., which 
are essentially defensive in character and have as their primary mission the 
defense of the continental United States. Only if we limit the term “continental 
defense” to forces of this type, is it possible to arrive at a rough order of magni- 
tude of expenditures for this purpose. On this narrowly defined basis, it is esti- 
mated that close to 10 percent of Department of Defense expenditures for military 
functions in fiscal year 1955 will be for continental defense. 


UNEXPENDED BALANCES 


Mr. Manon, Now, there has been a lot of wailing in previous years 
about the carryover of ary | funds from one fiscal year to another. 


You tell us that at the end of fiscal year for which you are requesting 
money you will have on hand an unexpended balance on June 3, 1955, 
the huge, the unthinkable sum in some people’s eyes, of $44 billion. 
Do you think that is defensible ? 

Secretary Wirson. Yes. 
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Mr. Manon. Will you amplify that for the record, please? 

Secretary Witson. You see, we had $62 billion at the end of fiscal 
year 1953. 

Mr. Manon. That raises the point, was that probably justifiable 
under the circumstances ¢ 

Secretary Witson. We are cutting it down all the time. 

Mr. Manon. Naturally, you would be cutting it down. We are no 
longer in a buildup for a war in which we are actually engaged. 

Secretary Witson. Also, we recognize that we perhaps have extra 
lead time. When you start out brand-new on a crash program many 
of the products are not really completely proven, and it takes a lot 
of extra time. You have to get your contractors started in your 
different aircraft concerns and so forth. Now, that is starting to level 
off and you do not have to place the orders quite so far ahead. 

Mr. Manon. Since you do not, Mr. Secretary, there will be those 
who will wonder, and who will be lambasting the Defense Department 
and the Congress for letting the so-called free spenders in the Depart- 
ment of Defense have a carryover of $44 billion. I just want the best 
statement that you can make. 

Secretary Wirson. I would like for you to defend us a bit on that. 

Mr. Manon. I am, Mr. Secretary. 

Secretary Witson. In other words, we have reduced the unexpended 
balance $18 billion in 2 years. That is a lot. 

Mr. WiceteswortH. And you are going to take out some more. 

Secretary Wrison. I think that it will come down to where, if we 
are going to run the thing intelligently and plan ahead properly, a 
year’s expenditures ought to be in the carryover. 

Mr. Manon. Just amplify that as you like. 

(The matter referred to follows :) 

The table below summarizes by major budget category the actual and estimated 
unexpended balances at the end of fiscal years 1951 through 1955. These unex- 
pended carryovers do not include annual funds which lapsed for expenditure at 
the end of the several fiscal years. 

The figures also do not include unexpended funds which would carry over from 
the $1,108 million for military public works shown in the fiscal year 1955 budget 
request as proposed for later transmission. If this request is approved, it is 
estimated that approximately $100 million would be spent in fiscal year 1955 and 
$1 billion would carry over as unexpended into fiscal year 1946. This carryover 
added to the $42,774 million shown on the table would make the total carryover 


into fiscal year 1956 of unexpended funds for military functions approximately 
$43.8 billion. 
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88 
Actual and estimated unexpended a ree by major budget category, fiscal years 


{Millions of dollars} 


Actual 
Budget category 
June 30, | June 30. 
1952 

I. Military personnel costs. __-..-.......----...-- 1,918 1, 212 1, 288 1, 482 1, 725 
II. Operations and maintenance.--_-..............- 6, 509 7, 218 5, 375 5, 172 5, 382 
III. Major procurement and production, total. 23,850 | 41,512 | 44,226 | 36, 331 28, 946 
17, 941 23, 823 20, 042 16, 131 
(6) Ships and harbor craft. _.-...-.-...--- 1, 208 2, 654 2, 228 2, 136 2, 295 
() Combat vehicles. ..-......--.-........ 2, 413 4, 229 2,191 1, 400 1, 154 

(4) Support vehicles___.................-- 1, 091 1, 795 1, 436 986 
476 381 449 234 208 
(f) Weapons. 276 1 47 
) Ammunition _...... 3, 506 6, 224 6, 536 5, 171 3, 727 
) Guided missiles ____- 4 105 714 1,178 918 
(i) Electronics and communications __..-. 1, 932 2, 922 2, 637 1, 863 1, 579 
(j) Production equipment and facilities. 3, 875 3, 080 2, 350 1, 456 

(k) Other major procurement and produe- 
847 1, 047 856 825 634 
IV. Military publie works. ___...........-.-.---.- 2,474 4, 643 4,949 3, 547 11, 898 
V. Reserve components -..................---..- 359 351 263 342 369 
VI. Research and development._......-..-......-- 9R5 1, 284 1,411 1, 295 1, 285 
VII. Department of Defense establishmenitwide ac- 

VIII. Working capital (revolving) funds. -._.......-- 1, 148 1, 884 2, 243 1, 782 2, 272 
92 701 1, 885 1, 352 583 


1 Excludes $1,108 million shown in fiscal year 1955 President’s budget as proposed for later transmission; 


Note.—Budget category distribution is derived from detailed accounting records maintained by the mil- 
itary denvartments on a Budget-Treasury standard form 133 basis. Total unexpended balances on this 
basis differ slightly from those shown in the combined statement of receipts, expenditures, and balances 
of the U. 8. Government. 


Mr. Manon. Early in World War II and in the Korean war we 
appropriated vast sums to let people enter into defense contracts. 
Our spending was relatively small as compared to the present spend- 
ing. Tn 1951 and 1952 our spending was relatively small as compared 
to our spending today, last year, and next year, but we did provide 
huge appropriations of money to afford the springboard for the de- 
fense buildup. 

Mr. Scrivner. In your discussion you should point out enough 
money must be appropriated for items that may not be delivered for 
4 or 5 years, like a carrier, where the whole cost of the carrier is pro- 
vided for in our appropriations. 

Mr. Manon. I presume since the Korean shooting has ended, at 
least for a time, that we could rescind appropriations which we made 
for that purpose and ge ge new money for your program. 

Secretary Witson. I do not think we ought to rescind any of it 
because, as we pointed out, we considered these balances in arriving 
at the request for new funds. Thus, for example, we are not asking 
for any new procurement money for the Army. 

Mr. Manion. You can elaborate on that. ; 


CHIEFS OF STAFF 


Mr. Manon. Some reference was made to the good new Chiefs of 
Staff yesterday. You gave us some information on them. 
Secretary Wixson. I did not say that. They are good, however. 
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Mr. Manon. I think they are good. You were speaking of their 
qualifications with which I fully agree. When we referred to the 
good Chiefs of Staff, did we minimize the qualifications and the capac- 
ities of the old Chiefs of Staff? Sometimes the old Chiefs are 
referred to as the bad old Chiefs and the new ones as the good Chiefs. 

Secretary Witson. You have never heard of me taking that position. 

Mr. Manon. You are correct, but I would like to have an expression. 

Secretary Wiutson. I pointed out no matter who would have been 
the Chiefs of Staff, a resurvey was indicated and we certainly would 
have done it. 

Mr. Manon. You had respect for the former Chiefs of Staff as you 
do for the present ones ¢ 

Secretary Wutson. Certainly, they were capable men. 


OUTLOOK FOR SIZE OF FUTURE DEFENSE BUDGETS 


Mr. Manon. Mr. Secretary, what is put in this budget should be in 
my judgment dependent on what we put into the budget a year from 
now. There is no point in blowing hot and cold, going way up to a 
peak and down to a valley and then back up to the peak. We have 
wasted a lot of money in the past that way. 

Secretary Wixson. I will agree with you. 

Mr. Manon. Is it your idea we will taper down if nothing unusual 
develops to a budget some $5 billion or $6 billion next year below the 
a budget, the one we are now considering in the committee 
room 

Secretary Witson. Which one are you talking about, the expendi- 
ture budget or the new funds? 

Mr. Mauon. I am talking about the new funds. 

— Wuson. I do not think the new funds will reduce very 
much. 

Mr. Manon. You may elaborate in any way you please. 

Secretary Wirson. They may be down some, but not by any big or 
substantial amount because we are working down toward a leveling- 
off position. While it is pretty hard to determine that too far shaed, 
the level-off position would be somewhere between the new funds and 
the rate of expenditure, let us say. It might be down fairly close to 
these new funds requested. Unless the world situation improves 
rather rapidly, I do not, myself, see getting down to less than $30 bil- 
lion a year. 

Mr. Manon. In other words, if we should rescind that $2 billion 
which the Army does not need, you would have to ask this yor prob- 
ably for about $33 billion? That is what you would ask for? 

Siete Wuson. Including the construction. If you take it out 
of one cket we are going to have to put it back from another one. 
Mr. Manon. It is just a bookkeeping proposition ? 


REDUCTION IN 1955 BUDGET 


Now, Mr. Secretary, we always like to reduce appropriations and 
expenditures as long as we feel we can properly do so. I took it yes- 
terday from your testimony that probably you thought this committee 
could find some ways to cut a few million, maybe a few tens of millions 
or hundreds of millions, from the military budget before us, but you 
did not see any chance to cut as much as $1 billion out of the program, 
or anything like that. What are your views on that? 


), 
25 
82 

46 

31 
95 
54 

06 

08 

47 

27 

18 

7) 
56 

4 + 
8 
30 
35 


Secretary Witson. I would not think so. We do know of a specific 
amount. 

Mr. Manon. It is probably relatively small. 

Secretary Wi1son. It is about $200 million. 

Mr. Manon. You will call that to the attention of the committee? 

Secretary Wirson. Yes; I understand it has been done. 
oan arom Do you think we could safely pare this budget by $1 

illion 

Secretary Witson. I would not think so. You are talking about 
the new funds, are you, or the rate of expenditures? 

Mr. Manon. I am talking in this instance entirely of appropria- 
tions, new funds. 

Secretary Witson. I think we have about the right amount in this 
budget. 


UNIT COSTS 


Mr. Manon. Now, we have a lot of able business management, in- 
cluding yourself, in the Department of Defense. 

In checking through the expenditures and the costs of the Depart- 
ment of Defense, I see no evidence of a reduction in the unit cost of 
items that would indicate we are getting very much more for our ex- 
penditure of dollars. Can you explain that? 

Secretary Wu.son. The greatest savings that are being made are 
not in unit costs, but in not buying things we do not need. The second 
thing is personnel. That is where we are also making our savings. 
We are checking unit costs all the time also. 

Mr. Manon. You do not make much headway. 

Secretary Wison. We make some. 

Mr. Manon. The labor costs are so high that you cannot do much 
about unit costs? 

Secretary Witson. The rates per hour have not been going down, 
but increased efficiency in plants helps. 

Mr. Manon. You are getting some reduction in unit costs where 
you have an item going into mass production. 

Secretary Witson. That is right. 

Mr. Manon. And out of the early phases? 

Secretary Wiison. Good progress is being made in many places. 

Mr. Manon. So much of the defense dollar goes for hardware or 
soft goods. It would be well if we could get more for our money. 

Secretary Wrison. Sure, but I would like to point out about two- 
thirds of the money we are asking for goes for military personnel 
pay and maintenance and housekeeping items. Almost $20 billion 
out of $30 billion, so two-thirds of it is in this area where we are effect- 
ing important savings. 

fr. Manon. Two-thirds in your appropriations budget, but not 
em in your expenditures. You can give us an approximation 
on that. 

Secretary Witson. That is right. 

I could give you some examples of unit costs, if you would like us to 
dig into them. 

{r. Manon. If you can give us anything that would seem significant 
to the whole picture, do so. 

(The matter referred to follows:) 


4 


91 


On the basis of expenditures in fiscal year 1955 of approximately $37.6 billion, 
it is estimated that $19.5 billion of this amount, or about 52 percent, will repre- 
sent payments for hard goods such as tanks, airplanes, ships, spare parts, ete. ; 
soft goods such as food, clothing, and petroleum products; and military con- 
struction, 


INDIGENOUS PERSONNEL 


Mr. Manon. Mr. Secretary, can you assure the committee that when 
you go more heavily into the employment of indigenous personnel on 
“Operations native son,” to which you referred yesterday, that is, in 
the employment of nationals of other countries overseas, you will 
sereen these people in such a way they will not turn out to be a bunch 
of Communists working for us who will later be exposed to the 
embarrassment of the Defense Department ? 

Secretary Wirson. I can assure you that will be done. We cannot 
afford to take people in our military establishments that we cannot 
trust. We will do the very best that we can. 

Mr. Manon. You will be employing thousands of people. Your 
objective, you will assure the committee, will be to prevent the em- 
ployment of Communists on the American taxpayer's dollars? 

. Secretary Wirson. That is right. 


NEW LOOK 


Mr. Manon. Now, we have had a lot said, not about the New Deal, 
but the “new look,” which is a very interesting term and appeals to 
me as being worthwhile—a new et 

If we should get into a war in the next year or so, this new look 
might return to haunt the Department of Defense, might it not, Mr. 
Secretary ¢ 

Secretary Witson. I would not think so. 

Mr. Manon. Would not people in their hindsight point back and 
say, “Well, they started the trend toward weakness and appeasement 
by reducing the appropriations and expenditures, and that may have 
encouraged the aggressor, and that may be responsible for the woe- 
ful plight in which we find ourselves.” I would just like your think- 
ing on that. 

Secretary Wirson. I do not think that is so. Weare going to have a 
powerful military organization here. 

Mr. Manon. Was there any show of weakness or appeasement in the 
announcement of the withdrawal of two divisions from Korea ? 

Secretary Wirson. We thought quite the contrary; that was an 
indication of strength rather than the other way around. 

Mr. Manon. Some have said when you take strength away from 
the point of greatest danger you are not doing so well. 

Secretary Witson. Except the indication is that we are going to 
fight a different kind of war if they start one. We are not going to 
slug it out man for man on that peninsula. The implication is we 
feel stronger in other areas. We do not interpret that as a move of 
weakness. Two divisions more or less in the big world picture are 
not going to be any balance of power. 

r. Manon. Two divisions in Korea when the war started would 
have made a difference probably. 

Secretary Witson. Perhaps the war never would have started. 
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Mr. Manon. Sure. 
Secretary Witson. I had no personal nsibility in those times. 
Mr. Manon. In view of the increased emphasis on atomic retaliation 
and other factors which we will not elaborate on, is there any basis 
for the charge that the budget tends to encourage the beginning of 
small fires short of a fire that would be sufficiently provocative to 
peo an all-out war by this country against the major enemy of 
peace 

Secretary Witson. I do not follow your reasoning on that. I do 
not think we have any national policy lke that. . 

Mr. Manon. You have just said that we are not going to bother 
with ground troops. 

Secretary Witson. I said in Korea we would not start a push up 
the Korean peninsula with ground troops and slug it out man for man. 

Mr. Manon, I am not a id 4 that at all, but I am exploring a 
point of view expressed in the papers by so many people. I am just 
getting your reaction to it, Mr. Secretary. 

Do you think the type of budget. i toed and the type of military 
emphasis we have would tend to encourage the beginning of small fires 
short of a fire that would precipitate the all-out global conflict? 
Secretary Witson. I do not. 


PREVIOUS APPROPRIATIONS 


Mr. Manon. I took it yesterday you said this committee in the past 
has given the Department of Defense too much money. Well, you 
base that upon hindsight. 

Secretary Wixson. That is right. 

Mr. Manon. For example, last year we gave you too much money 
probably in giving you $2 billion for the Korean war, which did not 
revive. That would be an example of it. 

Secretary Wirson. That is right. 

Mr. Manon. In cases where we give you too much money, and in 
some categories we may this year, can we be sure there will be every 
effort on the part of the Department of Defense to conserve and 
husband those funds in such a way that even though we do make a 
mistake in our desire to provide enough for national defense, the 
money will not be wasted ? 

Secretary Witson. Yes. I mentioned the case of how the money 
was handled in the Korean war to show you and the committee. That 
is the way we did it. 

Speaking of the earlier amounts of money, certainly I think it was 
all right, not knowing exactly what could or could not be done, and 
not knowing exactly what might happen in the world, to perhaps err 
on the side of not having money hold: things down. On the other side, 
just looking back into the past, the first unreviewed estimate I under- 
stand of what the military people initially said they needed for fiscal 
1952 was $104 billion. 

Mr. Manon. Yes, at one time they had preliminary calculations run- 
ning into those figures. 

Secretary Wutson. So when they got the $60 billion that must 
have loked like quite a little squeeze, even though it turned out it could 
not be spent that rapidly. 
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Mr. Manon. There was no thought that it would be spent in the 
fiscal year for which it was appropriated. 

Secretary Wutson. I understand that, but still it was not spent 
at the rate forecast at any time. 

Mr. Manon. That is right. 

Secretary Witson. Up until 1953. 


ADEQUACY OF BUDGET 


Mr. Manon. Now, Mr. Secretary, on page 14b of your statement you 
say of this budget: 

It provides for a military strength which will be adequate for the security 
of the United States in cooperation with other nations of the free world under 
the conditions that we can foresee today. 

You stand by that statement ? 

Secretary Wirson. Yes. 

Mr. Manon. I notice in the President’s message he says of the 
budget : 

“It provides adequately, in my judgment”— and you did not take the precaution 
to say “in my judgment.” r 

Secretary Witson. It is my statement, so it must be my judgment. 

Mr. Manon. I agree. That makes sense. You stated it as a fact 
rather than as an opinion. 

Secretary Witson. I am not a lawyer, and I do not understand that 
fine difference. 

Mr. Manon. The President undoubtedly did when he said: 

It provides adequately, in my judgment, for the national defense and the inter- 
national responsibilities of the Nation * * * 

Secretary Wixtson. I am willing to put in “in my judgment” in the 
statement. 

Mr. Manon. No; I do not insist. It would be perfectly wonderful 
if somebody could assure us, at last we have a military budget which 
provides adequately for the security of the United States. I just 
wanted to explore the firmness of the faith which lies within you here 
because I am interested, and the American people are interested. 

Secretary Wixson. I think it is a pretty firm statement. I could 
hedge it a lot more. 

Mr. Manon. I am not suggesting that you hedge it. What I am 
saying is, if war should break out in a year or so, some people would 
insist that you eat your words. You know that. 

Secretary Witson. I do not eat them very well. Iam careful with 
them, in the first place. 

Mr. Wiceieswortu. It says: “Under the conditions we can forsee 
today.” 

pel Wuson. A diet of crow does not agree with me. 

Mr. Manon. I am not quarreling, Mr. Secretary, about the state- 
ment. I just hope that it is correct. I appreciate having a man as 
Secretary of Defense who will make a flat statement and stand by it. 
I think it is heartening to the people you have that confidence. 

Secretary Witson. It is based on what I believe to be a very sound, 
strategic ona ange It is a tremendous amount of money. 

Mr. Manon. That is right. 
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Secretary Wirson. I believe we are going to spend it with some im- 
portantly increased nrg I suppose you could say if we have 
another 10 percent we would find some way to spend it. I think it 
is a balanced position between the necessary military strength to de- 
fend the country. I do not think we want to build up so powerful a 
military machine, even if we could afford it, that we would challenge 
the world. As you know, there are a lot of people now who are afraid 
we will get too cocky and we will build up such a large military ma- 
chine that somebody will use it. I think it is just where it ought to 
be. I have thought about it a good bit. I feel the responsibility. 
Mr. Manon. I am sure that you feel the responsibility, Mr. Secre- 
tary. 
SEGREGATION IN SCHOOLS 


Mr. Secretary, in yesterday’s papers there was a big headline story 
that you had announced that you were going to stop segregation in the 
ublic schools at Army posts. We have segregation in the schools here 
in the Nation’s Capital and segregation in many of the States. It is 
— by law. 
ave you given this matter your well-considered judgment ? 

Secretary Wimson. Yes. I went to grade school with a little col- 
ored boy 55 years ago, and it did not hurt me any. It is a trend of our 
times and we have to recognize it and clear it up. There is no equity 
or justice in spending Federal money on a segregated basis. I know 
the difficulties of the problem. I am quite sympathetic with them. 
We asked the boys to fight together, shoulder to header, and we can 
not make second-class citizens out of them. 

Mr. Manon. The newspaper says there isa controversy between your 
department and Mrs, Oveta Culp Hobby, the Secretary of Health, 
Education, and Welfare, on this issue. I do not want to belabor the 
question. If there is anything you want to add for the record you 
may do so, 

Secretary Wirson. I will say that there is no difference of opinion 
between us and there is no controversy. I did do something that I 
had not done before. This is the first time that I ever paid any real 
attention to erroneous statements in the papers. After all, this was a 
little different situation. I thought that a little extra courtesy was 
due to Mrs. Hobby, as long as it was not so, and good progress is being 
made. We were the people who had to take action because we are the 
affected ones. It was on a mutual basis. 

Mr. Manon. Thank you very much, Mr. Secretary. 


SUMMARY OF BUDGET BREAKDOWN 


Mr. Suepparp. Mr. Secretary, I have a summation that I would like 
to present to you and see if it meets in general with the presentation 
you have made here. 

Under the unexpended funds on June 30 there will be an amount 
of $51,600,000,000, of which $14,200,000,000 will be for the Army; 
$13,500,000,000 for the Navy; and $23,600,000,000 for the Air Force, 
and approximately $300,000,000 for inter-service activities. Is that 
summation correct ? 
Secretary Witson. Yes. 
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Mr. SHerparp. Of this $51,600 million, the budget estimates indicate 
that $8,500 million of continuing money will not have been obligated 
at all and that it will be available for the placing of new contracts and 
orders in the fiscal year 1955. Of this amount, $4,087 million will be 
available f orArmy procurement and $700 million more will be avail- 
able for other Army purposes. A very large portion of the funds 
that will be carried forward in this way will be still available to the 
Army because of the cessation, or the assumed cessation, of the Korean 
hostilities; is that statement correct ? 

Secretary Wiison. Yes. 

Mr. SHerparp. It is further noted that no funds are carried in the 
budget for the procurement and production in the Army, although 
$3,225 million was provided in last year’s appropriation, but we have, 
or already will have available without any appropriation for this pur- 
pose, the sum of $4,087 million, which is 25 percent more than the total 
appropriation for the procurement and production money of last year ; 
is that correct ¢ 

Mr. McNew. That is correct. 

Mr. Suepearp. There will be $600 million available to the Navy and 
that will supplement the appropriations that are made for the Navy in 
this present budget; is that correct? 

Secretary Witson. That is correct. 

Mr. McNett. It will supplement the new request. 

Mr. Suerrarp, That is right. There will be $2,800 million available 
to the Air Force for obligation out of previous appropriations, and of 
this $1,900 million will be available to the Air Force for the aircraft 
and related procurement appropriation. This figure added to the 
budget estimate of $2,760 million will make a figure of at least $1,100 
million above the appropriation that was carried last year. In ad- 
dition to these amounts, $250 million will be available for obligation 
for interservice activities; is that correct? 

Secretary Witson. That is correct. 

Mr. Suerparp. If you add the $30 billion of new appropriations 
which are requested in the budget for the military functions of the 
Defense Department to the unobligated balances, you will have a to- 
tal of approximately $38,400 million available for new obligations, of 
which over $13 billion will be available to the Army, $10,500 million 
to the Navy, and $14 billion to the Air Force and about $900 million 
for interservice activities. Is that a correct summation of the budget 
broken down? 

Mr. McNet. The answer is “yes,” except there is the public works 
construction request that has not yet been submitted to your com- 
—— which would be added to the amounts that you have just 
stated. 

Secretary Witson. Approximately $1,100 million; mostly for the 
Air Force. 

Mr. Suepparp. Over and above this submission, so the statement is 
correct to the extent the statement is made? 

Secretary Winson. Yes. As far as I know, my statement is correct. 

Mr. Suepparp. This is not your statement. This is a summation 
accumulated from another source, and I was merely checking. I just 
wanted to be sure that the summation was verified. 
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CUNSIDERATION OF CARRYOVER FUNDS IN FORMULATING ESTIMATES 


Secretary Wison. There is another important thing, that is, the 
unobligated funds that are a part of the unexpended carryover. In 
other words, the whole program, as far as we are concerned—we keep 
looking it over continuously. A statement regarding our new requests 
for funds without consideration of the unobligated funds, which you 
are out here—— 

r. Sueprarp. Unexpended. I used the word “unexpended.” | 
have not directed a question to those obligated out of the $51 billion. 
I intend to do it. There is a difference, of course. 

Secretary Wison. I sense that this budget business is a very dif- 
ficult thing to explain because when we say “budget,” we mean actually 
what goes in the President’s budget when he puts it up to the Con- 
gress, and it is a whole tabulation of things. It includes rates of ex- 
penditures. It includes the carryover funds and the new money re- 
quested, and people never quite seem to get it straight. I had a lot ot 
trouble with it last year. I would like to do better this year, and I 
appreciate your help. You are working on it in a good way. 

Mr. Sueprarp. Thank you. 

Out of the $51,600 million of unexpended funds that currently wil! 
be available as of June 30, how much of that total amount has been 
obligated ? 

aga Wruson. I think it is about $43 billion—all but $8,500 
million. 

Mr. Sueprarp. All but the $8,500 million, so that will actually leave 
you unobligated and unexpended how much? 

Mr. McNem. A little over $8,500 million unobligated. 

Mr. Wiison. That is a planning figure, understand. We keep work- 
ing at all of our things. It may be $500 million more or less because 
we are using this money as intelligently as we can with the purpose 
of implementing our whole plan. The aircraft program part is im- 
portantly affected by the time that we can get the planes that we know 
we want. Some of the reason for that not being obligated sooner is 
that we could not obligate it for the right planes. We are past the 
crash buildup which we had to do earlier. 

I am not criticizing anybody for doing it because if I had been down 
here I would have done it, too. In other words, I would have taken a 
caleulated risk on getting something that was new and better even 
though it was only in the pilot stage rather than spending money for 
planes that I already knew would be obsolete. I have no criticism of 
the program in that sense. 

Mr. Suepparp. What I was really searching for was, first, to estab- 
lish this unobligated balance which automatically would follow, un- 
expended $8,500 million, and to determine whether or not that was in 
effect in a status where it could be deducted against your present budget 


uest. 
"ieee, Wison. You are very honest. I hope you do not come to that 
conclusion. 
Mr. Suerraxd. I do not want to come to that conclusion, but I want 
you to tell me why I should not. 
Secretary Witson. It is because our requests for new money were 
made in the light of that fact. We simply had delayed obligating that 
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money until we were sure we were going to obligate it for the right 
thing. We think that we are going to be able todo that in 1955. That 
includes some things of course that would not be delivered in 1955, or 
even 1956, 1957, and 1958. 

Mr. Sueprarp. You are referring to lead-time operations that are 
necessary to functions of performance? 

Secretary Witson. That is right. 

Mr. Suerparp. You feel at this time, insofar as that differential is 
concerned, to wit, the $8,500 million, you will not consider it con- 
structively a deductible item against your present budget ? 

Secretary Wirson. No, sir. 

Mr. McNet. It was taken into consideration before the amounts 
included in the new request were determined. 

Mr. Sueprarp. In other words, the present budget we have under 
consideration has taken into consideration this $8,500 million and you 
have made your Seapercenens having deducted this amount from what 
normally might have appeared in the budget; is that correct? 

Mr. McNett. That is correct. For example, one of the examples 
was mentioned in Secretary Wilson’s statement. In the case of the 
Air Force the program for buying new aircraft that is planned for 
1955 will require about $4 billion. $1,600,000,000 is the present esti- 
mate of the amount that will be available from the present money 
as a credit against next year’s $4 billion buying program. There- 
fore, the request for new aircraft in this program is about $2,400,000,- 
000, or the net difference between the two. 

Secretary Witson. I submit that is what we did last year, — 
this, that we know more about it now. I thought last year we might 
have taken another $1 billion out. I do not want to be misunderstood. 
That involved this question of lead time. Most of it would have come 
out of the Air Force’s appropriation. I had a lot of trouble as it was 
to have it understood that I was not cutting the Air Force. I was 
just cutting out the surplus funding which I discovered. I did not 

ave a complete agreement with all of the people in the Air Force. 
They were not sure that my analysis of lead time with our aircraft 
suppliers was correct, but it is all right. So I said I thought we could 
have taken $1 billion out last year. If we had, I would be asking you 
for $1 billion more this year, so it would have simply slid a little bit. 
This time I think it is the right amount. We have all had some time 
to study it over. Some of our Air Force friends have said that I 
should not talk about that $1 billion figure; they will take another $1 
billion away from us. I don’t think you gentlemen will, because you 
understand it. 

Mr. Scrrvner. If I may interject, on the 26th of January General 
‘Twining made a public statement to the effect that he was entirely 
happy over the new defense program, which bears out your statement. 

cretary Witson. He is, but if you took $1 billion out of it, he 
would not be, I think. I know he would not. We worked at it to- 
agp I think that we have a most excellent program and it has 

n carefully analyzed, both from a military point of view and a 
money spending point of view. I think the civilians and the military 
people are in very close agreement. 
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RESPONSIBILITY OF SECRETARY 


Mr. Suerrarp, Whether they are or are not at the moment is imma- 
terial as far as I am concerned for this one reason, and I say this to you 
very frankly, Mr. Secretary—the law establishing your office embraces 
certain responsibilities that are yours for decision purposes. I noticed 
recent comments in the paper by your General Counsel, Mr. Hensel, in 
which he completely concurred in the authority you have to regulate 
and administer the entire operations of the military forces. I think 
that assumption is correct; is it not ? 

Secretary Witson. I am trying to exercise a great responsibility 
that I have by making sure that our policies and plans are right, and 
that our objectives are sound. 

When it comes to the complete detail of it, of course, I cannot do 
it. I have to decentralize it and let other people take their piece 
of responsibility. That is why I keep making this point, we are 
getting together on it because if we were not together I could not 
make a very good go of it. Iam not a politician, but to some extent 
I have to be looking over my shoulder to see if the boys are still there 
too. 

Mr. Suerrarp. Mr Secretary, if you will pardon me, I listened to 
your responses yesterday and if you are not a politician you are 
graduating very ings 

Secretary Witson. Thank you. 

Mr. McNeiw. May I make an observation ? 

Mr. Suerrarp. Yes. 


CONTINUING-TYPE MONEY FOR PROCUREMENT 


Mr. McNet.. This committee in recent years, I think, has taken one 
step in connection with our budget which contributes greatly to the 
proper management of the business by providing continuing-type 
money for procurement. We have, this year, one of the best evidences 
that it is working. Some years ago when so much of our procure- 
ment money was in the annual type of appropriation, there was always 
a June buying rush. I think we all recognized it. There was really 
an incentive to place orders, get them out, whether it was for material 
needed or not, and once the orders were out nobody would ever cancel 
an order. That is human nature. With continuing-type money, if 
an order is placed and does go sour, there is every incentive to cancel 
that order and get out of a bad deal, because the money can be utilized 
for something that is suitable. As a result, an analysis—and I hope 
that you will send some people down there to look at this—will show 
great improvement. 

You might find it interesting to look into this point, the amount of 
orders for equipment that did not pan out, or where something better 
came along the year after the order was placed in good faith and in 
the exercise of good judgment but later ide been replaced by better 
equipment, or where we are getting more for our money. The result 
is that it does not take quite as much new obligational authority, and 
so you end up with certain credits that you can apply to the next 
year. That could not happer if you did not have an incentive with 


the continuing-type of appropriations you people have provided 
which makes it possible. 
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Mr. Suerrarv. Well, of course we will all concur, Mr. NeNeil, for 
example—in the last 60 or 90 days of a fiscal year many of our pro- 
curement departments would crowd out an expenditure operation 
that was not necessary, instead of holding back, because they wanted 
their money expended under the appropriation that had been 
justified. 

Mr. McNet. Because it would lapse. 

Mr. Surrrarp. Yes. 

Secretary Witson. I might say that I have contributed to that on 
the other side, on the basis that I was in no position to judge whether 
it was needed or not. If the customers speeded it up and got it all 
built before the 30th of June, I just cooperated in that. So I under- 
stand it pretty well. It is being carefully handled currently; I want 
to assure you of that. 


SECURITY-RISK DISMISSALS 


Mr. Sueprarp. In your discussion you referred to the fact that you 
had reduced 150,000 civilian personnel. I would like to ask you at 
this time if you can and will supply me with the amount of bodies in 
the total of 150,000 who were dismissed from the Federal service be- 
cause they were security risks, for membership in the Communist 
Party ; covering those two factors. 

Mr. Taser. He did not say that. 

Mr. Suepparp. Mr. Wilson made the statement before the com- 
mittee, and repeated to Mr. Mahon, that they had removed from the 
Federal payrolls 150,000 civilian personnel. 

Mr. Taper. Yes. 

Mr. Sueppard. I am asking him if he will supply the information 
to this committee as to out of that total of 150,000 how many were 
removed on a security-risk basis. 

Secretary Wison. That is a hard figure for me to try to dig up. 
I did not start the thing on that kind of a basis. 

Much of this reduction was achieved by not employing people, and 
by personnel reductions all over the country. This did not only happen 
in Washington. There were only 5,000 here in Washington. I Rad 
to get the help of the people out in the field. 

lam ae of the way it was done. 

I am not proud about laying off people; I do not mean to say that. 
But it was done well. 

I am sure that if there were any security risks they were dismissed. 
The organization was not as bad in that regard. 

Mr. Sueprarp. I am frank to say I have no feeling about that at all. 
1 am merely inquiring into the question as to whether or not we found 
ourselves in the military function involved in that field which has 
been so highly publicized. If we find ourselves in that field to what 


degree. 

'o under the impression that you have had a team of people 
working in that category, have you not? 

Secretary Wirson. Certainly we have. 

Mr. Suepparp. I mean, in the security part of the military where 
Commies might be working. 

Secretary Witson. Certainly. 
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Mr. Sueprarp. I want my inquiry to be reflected on the record to 
the degree and understood that I have no solicitation or comfort for 
those who have been removed for legitimate purposes; to wit, because 
of subversive ideas or connections therewith. ' 

I would like to have the information presented to the committee, 
if you can accumulate it, please, as to the amount of the total 150,000 
who were removed for security reasons, under the terminology of our 
present laws that have to do with the definition of security. 

Secretary Wirson. Well, since you have asked me to I will look into 
it. We will do the best we can. If it is too difficult, for any reason, 
I will come back and explain it to you. 

Mr. Sueprarp. Thank you. 

(The information follows :) 

Based on information reported and currently available in the Department of 
Defense in Washington during the year 1953, 118 security risks in the Depart- 
ment of Defense were either removed under the procedures of Public Law 733 
or would have been processed under that act had they not resigned. One hundred 
and eleven of these cases involved actual or alleged membership in the Commu- 
nist Party, or affiliation or sympathetic association with communistie organiza- 
tions or persons, or communistic inclinations. Forty-two of the one hundred and 
eighteen were separated prior to May 27, 1953, which is the effective date of 
Executive Order 10450, and 76 were separated during the remainder of the year. 
With regard to the 111 figure mentioned above, 38 were separated before May 27, 
1953, and 73 after that date. 

There were many additional resignations and separations which involved se- 
curity reasons but which were not reported to the Department of Defense in 
Washington as they were removed under other administrative removal pro- 
cedures. In order to verify and complete the overall Department of Defense 
statistics relative to this program, approximately 1,300 field activities are being 
circularized on a worldwide basis. These statistics, which should be available 
within the next 60 to 90 days, will show all removals and resignations involving 
adverse security information, including specifically the number involving com- 
munistic activity, association or affiliation, for the period May 27, 1953, to 
December 31, 1953. 


INSPECTION REPORTS 


Mr. Sueprarp. I would like to ask you one more question, and per- 
haps it would be advisable, Mr. McNeil, if I address this particular 
question to you, because of your association with it. 

Do you know of any particular reason at this time why the inspec- 
tion reports of the Inspection Division of the Air Force should not 
be available to the members of this committee, who have been cleared 
for top secret operations ? 

Mr. McNei. The general policy has been to provide members of 
this committee with any information that would be helpful in their 
work. In connection with inspection reports there has been a policy 
which would provide the summary of information and conclusions, 
but not the detail and names of people who made certain charges and 
provided certain information, which was the basis for the report, or 
which contributed to some of the conclusions. 

Secretary Witson. I do not believe I know what you two men are 
talking about. 

Mr. Sueprarp. Well, let me make it clear. 

Secretary Witson. What is an inspection report ? 

Mr. Sueprarp. I am trying to establish at the moment through our 
clerks the amount of money in the appropriation bill in its entirety 
that is allocated for inspection purposes. I have requested that in- 
formation, and the clerk’s are trying to accumulate it. 
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Secretary Witson. By inspection, do you mean somebody that looks 
over a finished airplane and makes a report? 

Mr. McNet. May we go off the record? 

Mr. Suerrarp. Off the record, please. 

(Discussion off the record.) 

Secretary Wixson. I would like to look into it to see if I can 
straighten it out for you. 

Mr. Suerrarp., Thank you. That is all, Mr. Chairman. 


ADEQUACY OF BUDGET AND MILITARY PROGRAM 


Mr. SrKes. Mr. Secretary, I have been disturbed about the real 
meaning of the “new look” in defense policy. To me it means a 
weakening of our overall military strength at a time of continuing 
danger from communism. I am quite seriously disturbed about the 
proposed manpower reductions, particularly in the Army. I would 
like to have the benefit of your thinking on some points regarding 
policy that I do not think have been clearly brought out before. 

Is it your feeling that the threat to world security from Communist 
Russia is now lessened ? 

Secretary Witson. I think I can say that I honestly think so, be- 
-ause of the increased strength of the free world. That is the NATO 
buildup, and our own forces now as compared to what we had in the 
spring of 1950, when the Russians might have been tempted to move 
in for an easy victory on account of the weakness of the free world. 

I do not mean to say that danger does not exist or that we ought to 
cut our military program back to where it was in the spring of 1950, 
because I do not think so at all. But I do think that the new program 
issound. We certainly cannot look forward to keeping about 10 or 11 
divisions permanently deployed in the Pacific. 

We have built up the Koreans. When I was over there a year ago 
last November there were 10 Korean divisions and 2 in training. We 
are helping these people and others to try to look after themselves to 
the greatest degree possible. 

Mr. Sr«es. Right in that connection may I say that I think that the 
training program developed for the ROK forces by the Army was one 
of the most important this country has ever accomplished. The train- 
ing of the Korean forces made a tremendous difference in many sig- 
nificant ways in that theater. 

Since what specific time do you feel that the threat to world security 
has been lessening? 

Secretary Witson. I think during this last year. This is my per- 
sonal opinion now, you understand. 

Mr. Sixes. Do you feel that the threat from communism was over- 
rated previously / 

Secretary Wixson. It was underrated for quite awhile, and in order 
to correct the situation the pendulum usually swings to the other ex- 
treme. We had this desperate idea that by a certain date we were 
going to face the maximum danger. I think now, however, we must 
look at the longer trend of things. 

Mr. Srxes. It sometimes occurred to me that the so-called date of 
greatest danger was a date which we set more for our own convenience 
than for anything else. It always seemed to coincide more with our 
own state of iatiaats than with any definite information available 
to us on the plans of the Reds. 
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Now, do you feel that this budget and the resultant level of military 
strength will add to the prospects for world ces in any way? 

Secretary Wuson. I think it is the right kind of a budget for that 
purpose. 

Let us say, for example now, that we will make it 50 percent bigger, 
that we are going to have everything 50 percent bigger. I think the 
free world might be scared that we might precipitate a war. 

There is quite a difference between the conception of the proper mili- 
tary strength for defense, and what you would have to accumulate if 
you were going to take the offense and be the aggressor. 

Now, the American people have no such purpose. It is my job to 
keep worrying about our defense and thinking about it and trying 
to analyze it, along with the others. I think this is the right budget. 

Mr. Sixes. Then is it your belief that the chances for war at this 
time are less than they have been previously ? 

Secretary Wirson. I think that is probably so. T would like to say 
again that so long as you have a powerful dictator nation that has 
imperialistic designs and that has a propaganda approach in addition, 
where they try through infiltration and preaching of their Communist 
doctrine to undermine the other nations of the world, and where they 
have great military strength and considerable industrial capacity, a 
danger exists. We would not be justified in being so weak that they 
would be tempted to precipitate a war on the basis that they could 
have an easy victory. 

Mr. Srxes. Do you feel that the chances for war have lessened 
because we are now stronger, or because the Reds have revealed weak- 
nesses back of the Iron Curtain? 

Secretary Wiison. Well, they have always had weaknesses. You 
have to remember that a large part of their industry was pretty well 
damaged by the Germans. They had a recovery problem. I do not 
think they are out of it vet. 

Mr. Stxes. Which do you think is the major factor; Russian weak- 
ness or Western strength? 

Secretary Wiison. I think the Western strength is the major fac- 
tor, because to some degree the Russians are overcoming their internal 
weaknesses. 

There is another interesting thing. They announced here shortly 
after Stalin died that they were going to devote an increased per- 
centage of their production to the things that would raise the standard 
of living of their people somewhat. In other words, they had the 
people down to a point where they could hardly make a go of it. 
Finally, to make their propaganda have any teeth in it, they have to 
have some accomplishments for their own people. Otherwise it is 
just a bunch of talk. 

Of course the nations of the free world have the same responsibility 
to their peoples. This military buildup of the free world has placed 
a load on Jots of nations in addition to our own. 


WESTERN DEFENSES 


Mr. Srxes. Getting into the picture of the Western defenses, where 
in the main are those defenses? It is true there are now NATO 
forces in being, but the goal for NATO forces has been lowered 
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repeatedly. They are considerably smaller than we had anticipated 
they would be at this time. 

Secretary Witson. They are still on the increase. Certain initial 
targets and schedules were unrealistic. There are, however, countries 
where strength is being built up and of course the quality is improving 
both in training and equipment. 

In other words, we are not the only military planners in the world 
that think airpower has to be relied on to some increased extent as 
compared to the previous conception. I do not mean that it is a revo- 
lutionary thing. It is an evolutionary process. It is a move in that 
direction. 

Mr. Sixes. I have been hearing conflicting stories about allied 
strength and about our ability to hold in Europe in the event of war. 
Do you think our strength is such that we can, with the military 
strength permitted under this reduced budget, hold in Europe in the 
event of an attack by the Reds? 

Secretary Wirson. I think you had better ask Admiral Radford 
that question this afternoon. 

Mr. SrKes. All right. Do you have any opinion on it? : 

Secretary Wison. There are so many factors in it that a simple 
answer from my point of view is hard for me to give you. There are 
some people, you know, who think that war w ith Russia is inevitable. 
I do not happen to belong to that school. 

Mr. Sixes. I do not think so either. I never have thought so. It 
is a danger, and a serious one, but I do not think it is inevitable. 
But you have not answered my question. 

Mention has been made of the need for German forces. I agree 
with that, but unfortunately we seem to be about as far from EDC as 
we were when the proposal was first advanced. We have not made 
much progress. I wish it were in being today, but it is not. 

Secretary Wurson. Off the record. 

(Discussion off the record.) 

Mr. Stxes. In the foreseeable future we cannot depend on EDC 
forces. If EDC should be approved, a further delay will be required 
for actual training. 

Secretary Wirson. Off the record. 

(Discussion off the record.) 

Mr. Srxes. Do you feel that I made a correct statement: That in 
the foreseeable future we cannot depend on EDC forces for effective 
aid in stopping a Red attack? 

Secretary Witson. No, I would not say that. 

Mr. Sixes. Then tell we when and on what basis you think we 
can depend on the existence of such forces? 

Secretary Wirson. Off the record. 

(Discussion off the record.) 

Mr. Srxes. I think that the Spanish agreement was the most sig- 
nificant thing we have done in a long while toward strengthening our 
position worldwide. It was a great accomplishment which was put 
in motion by the previous administration. I wish we were as far 
along on the EDC program, because I think that is the next most im- 
portant thing we can do toward insuring a realistic military strength 
picture in Europe. But neither of these is effective at the moment ind 
you propose to weaken our own fighting forces. 

Secretary Witson. Off the record. 
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(Discussion off the record.) 

Mr. Srxes. What effect is unrest in Italy having on EDC and allied 
attempts toward world peace? 

Secretary Witson. Off the record. 

Mr. Sixes. Off the record. 

(Discussion off the record.) 


INDOCHINA 


Mr. Srees. Mr. Secretary, I have been watching the situation in 
Indochina. I certainly cannot see anything there that appears to con- 
tribute toward world security. The Reds seem to be making rather 
substantial progress at the moment. We hade hoped that the picture 
would be reversed. 

Do you share my concern about those developments ? 

Secretary Wuson. Just in part. We think that the French have a 
good military program and that they have a reasonable chance for 
success. We think that it will take some time. So some of these things 
that are reported in the papers quite unfavorably may not be _ that 
bad, thou pad of them are serious and have to be dealt with. That 
isa very difficult situation there. It has been going on for years. 


MILITARY ASSISTANCE PROGRAM 


Mr. Sixes. Does this budget include funds for military assistance 
for our allies? 

Secretary Witson. No; that is separate. 

Mr. Sixes. I assumed it was separate, but I have seen a number of 
references to a joint budget presentation, 

Mr. Taser. Ont the 

(Discussion off the record.) 

Secretary Wiutson. This is just the Defense Department’s budget. 
We did not want to confuse the military assistance program now with 
our own military functions budget. 

I would like to say, so long as the subject has been brought up, that 
IT think a percentage of the total money our country is willing to spend 
for defense cms be spent in the form of military assistance for our 
allies, because the money goes farther. Also, without allies we would 
gaa be forced back to continental North America. We need 
allies. 

If you take the rest. of the Western World and throw all of that over 
with the Russian side then they would have about the same industrial 
potential we have, and a great many millions more people and man 
millions more people who are semiskilled and technicians; the kinds 
of people who are going to be important in fighting a war if there is 
another war. 

With the free world on our side we have an industrial advantage of 
about 3 to 1 over the Russians; but if you take that 25 percent for the 
rest of the free world and throw that in with the Russians then we are 
in much worse shape. 

Mr. Sixes. There is no question but what we will need allies. This 
will be a long pull and we cannot do it alone. 

Secretary Witson. I do not want to see the money wasted, but I 
would just like to tell you all that I think an important percentage of 
our expenditures should go into military assistance. 
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RED MILITARY STRENGTH 


Mr. Suxes. Let me ask you this question: Have the Reds reduced 
their forces anywhere in the world? 

Secretary Witson. The Chinese have withdrawn some troops from 
North Korea, we think. 

Mr. Sixes. Have their forces been reduced ¢ 

Secretary Wirson. It is a little hard to say. 

Mr. Sixes. I understand you are going to tell us how many aircraft 
the Reds have. Surely your intelligence sources can also tell us if 
there has been any reduction in Red divisions. 

Secretary Witson. I think you can ask Admiral Radford that this 
afternoon. 

Mr. Srxes. Then you cannot at this time tell us of any reductions 
in Red military strength ? 

Secretary Witson. I do not know of any for certain myself. Our 
military people will know. 

Mr. Srxes. I was interested in your comments about the Red 
bombers. You were referring to the B-29 type bombers, which we 
have been hearing about for some time. 

Now, for at least a year or two I have been seeing pictures carried 
in American publications of new types of Russian jet bombers, very 
similar to our B-47 types. The Reds gave us quite a shock when the 
unveiled the MIG-15 in Korea. Surely they are not going to be al- 
lowed to repeat that performance and unveil a new yA jet 
bomber just when they are ready to use it ? 

Is it your belief that they do not have jet bombers in production? 

Secretary Wiurson. Admiral Radford has those figures, and I know 
he is going to give you that this afternoon. I do not happen to 
have them here with me. 

I think we are ahead of the Russians, but there is no reason to think 
they ultimately cannot make most of the things we can make. That 
is why I am keen about keeping this research and development pro- 
gram moving and keeping enough money in the budget to keep our 
forces modernized. 

Mr. Srxes. But if they have developed jet bombers of the same gen- 
eral characteristics as the bombers we are depending upon for re- 
taliation in the event of a Russian attack, is it not unwise and even 
foolish to assume that they are not prepared to use those jet bombers 
against us in an initial all-out attack? 

Secretary Witson. Off the record. 

(Discussion off the record.) 

Mr. Sixes. There have been a number of printed references to Red 
bases in the areas close to the North Pole. 1ey hold wide reaches of 
territory in the Northern Hemisphere, and understandably would 
build bases there for offense or defense. If they have such capabilities, 
would not these bases materially alter their ability to attack as well as 
the effectiveness of their defense against our planes? 

Secretary Wirson. Off the record. 

(Discussion off the record.) 

Mr. Srxes. Do we have those bases located and their capabilities 
analyzed ¢ 

Secretary Witson. Off the record. 

Mr. Sixes. Off the record. 

(Discussion off the record.) 
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LEVEL OF MILITARY PROGRAM FOR 1955 


Mr. Srxrs. I was here at the time when one of your predecessors 
made some drastic cuts in the Defense Department. I was quite dis- 
turbed about the wisdom of such a step when those cuts were made. 
I think they called that a calculated risk. After it was all over they 
called it mostly risk and not much calculation, because the Korean 
war — on very soon and caught us woefully short on military 
strength. 

on burned, twice shy. I do not want to vote for something that 
clearly might contribute to another situation of that sort, and I know 
you would not want me to. Yet neither you nor I nor anybody else 
outside the Kremlin can tell what the Reds are going to do. 

What I am afraid of is that the new look in defense may be lead- 
ing us back into a peaks-and-valleys type of defense program. You 
are proposing reductions in the Army and in the Navy in the face of 
continued world crisis, and we may have to build our forces up again 
at a very great cost later on. 

Secretary Witson. This program is just the opposite of that. This 
is a program to maintain our military strength in the categories where 
we think it will do us the most good. It is a program to maintain 
our industrial base and keep a healthy aircraft industry. It is 
planning for a long pull. 

It is just the contrary to what you fear. I think we are fortunate 
in having a man as President of the United States who understands 
these matters very well. 

(Discussion off the record.) 


Mr. Srxes. Mr. Secretary, I fear that you want to put too many eggs 
in one basket. 


CHANGE IN EMPHASIS IN MILITARY STRENGTH 


Would you mind telling us whether new atomic developments have 
entered into this shift of emphasis in our military strength? 

Secretary Witson. What about going off the record a minute? 

Mr. Sixes. All right. 

(Discussion off the record.) 

Mr. Srxes. [ recall in World War I gas warfare was something that 
was greatly discussed and greatly feared. There was a lot of appre- 
hension that in the event of another war it would be one of the princi- 
pal weapons and one of the most deadly means of warfare, and yet 
it was not used in World War IT at all. 

Suppose, Mr. Secretary, that atomic development reaches the stage 
where everybody is afraid to use atomic weapons because of an actual 
danger of destroying civilization; or that we and our enemies proceed 
with the development of atomic weapons to the point that they neu- 
tralize each other and neither side will risk their use; or even suppose 
the Russians suddenly agree to effective atomic controls?) Then with 
so many eggs in the atomic basket what are we going to do for defense 
against old-fashioned land armies? 

Secretary Wirson. Well, we are going to be strong in defense with 
or without atomic weapons. If anything like that came about—and 
- may be talked about—we will have to take another look at the 
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Mr. Sixes. That other look could be another costly series of peaks 
and valleys, Mr. Secretary. 

Secretary Witson. No, it would not be that kind of a thing because 
our airplanes would still be the best and the fastest, and whatever 
could be carried by an airplane would be involved. 

Our main purpose is to establish peace in the world; it is not to pre- 
cipitate a third world war. That is really foremost in our interna- 
tional policies. 

Mr. SrKes. Do you feel that in the event of war the airplane is going 
to take the place of the foot soldier ? 

Secretary Wurson. No, sir. 

Mr. Srxes. Do you feel that the atomic weapons we now have will 
stop the onward surge of great masses of foot soldiers, such as we know 
the Russians are prepared to use? 

Secretary Witson. I would think they would greatly assist in 
doing so. 

Mr. Stxes. What new weapons or what new tactics would make that 
possible ? 

Secretary Wirson. The atomic cannon is a great advance in assist- 
ing our forces. 

r. Stkes. We do not have many of them, Mr. Secretary. 

Secretary Witson. What is that? 

Mr. Stxes. We do not have many atomic cannons and there are many 
roads in Europe. 

Secretary ~ iy I would feel the same way an Army would feel 
without airplanes, if you had a war and the enemy had atomic bombs 
and we did not. I think it would be awfully tough. When new things 
come along in the military field there has always been a leaning on the 
old to some considerable extent for too long a time. 

Mr. SrKes. I do not propose the elimination of airplanes. I do 
object to dangerous weakening of the Army. 

Secretary Witson. There will always be a proper field for infantry, 
for the foot soldier. They will have a tough job to do in any war. 
They are not going to be supplanted by these new things. They are 
going to be complemented by them. It is going to make it possible 
for them to win. 

Mr. Stxes. In American history I have never known a war to be 
settled until the foot soldiers went in and took the ground and held it. 

In Korea we had great air superiority, but it did not keep the Reds 
from chasing us all over the peninsula and bottling us up In one cor- 
ner at Pusan. Airplanes didn’t stop them. Desperate heroism of a 
few troops did not stop them. It took big, tough armies. 

I do not minimize the importance of aircraft. I recognize that they 
not only are important; they are essential. But I do not think you 
can win wars with them. 

Secretary Witson. I think I said yesterday that the Air Force kept 
the supplies of the enemy from coming down the peninsula. 

This was a strange war in Korea. There were restrictions placed on 
our military people that never existed in a war before. 

We did not attack them at their sources of concentration. 

To say that the Air Force failed in Korea is not true. 

Mr. Srxes. I did not say it failed. I said it did not win the war. 


Nor did it stop the advance of Red troops. 
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Mr. Scrivner. We did not have many trained American troops in 
that country then, either. 


Secretary Witson. We took the last division out, as a matter of 
fact, did we not? 

Mr. Scrivner. We had some in Japan, but that is all. 

Mr. Sixrs. They were in Japan; not in Korea. That was not suf- 
ficient to stop fast-moving enemy troops. 

Secretary Witson. That was the job, to move them back, I think 
it was a pretty difficult situation under the then existing rules. 

Mr. Sixes. Are there other weapons than the atomic cannon which 
you think would have a major part in stopping a mass movement of 
ground forces? 

Secretary Witson. Well, some of these new guided missiles are for 
that purpose, and they are coming along pretty effectively. On the 
defense side there is the Nike missile, that is far along. 

Mr. Sixes. That principally is for stopping aircraft. I am talking 
about weapons for stopping large masses of ground forces. 

Of course I am not as informed as you are on this matter, but I do 
not know of any guided missiles that are capable of effective use 
against grouna forces that are now ready for large-scale present 
use or that we anticipate will be ready for large-scale use within the 
period that Army strength is to be reduced. 

Mr. Scrtvner. We nave some pretty good rockets. 

Mr. Sixes. Rockets have not been shown to be effective for stopping 
mass movements of ground forces. 

Mr. Scrivner. They could be. 

Secretary Wuson. You are talking now about the foot soldiers, and 
apparently are bothered by the reduction in the Army. 

Mr. Stxes. That is true. I am afraid it is dangerous. 

Secretary Witson. Where are we going to fight, if we have to? Are 
we going to fight in Europe? How fast can we move the people over 
there? How fast can we bring in our Ready Reserves and have them 
available to go? All of that is part of the planning that has to be 
engaged in. 

RESERVE FORCES 


Mr. Sixes. By reducing the size of the Army you increase these 
problems. You said something in your statement about a buildup 
of the Reserve forces. We will not go into that now, because our 
time is running out, but I certainly hope that you have come up with 
something that will produce a more realistic Reserve program than 
anything I have seen previously. 

The Reserve program has been bandied about, with little ven 
result from year to year. It has been changed in nearly every budget. 
And the people in the field who make up the Reserve have the belief 
that no one in the Pentagon really cares whether we have an Active 
Reserve or not. They think you are interested only in a set of names 
to be called when the shooting starts. 

Secretary Wison. That is a very difficult problem and we are 
working hard at it. 

We took the National Guard divisions to Korea, that resulted in 
concentrating casualties to begin with in a couple of States, which was 
a very difficult thing. We took longer to get those divisions into shape 
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to really fight. When they came back you will find they brought back . 
their battle flags and a few officers, but the men in those divisions had 
long since been replaced by soldiers from all over the United States. 
We had to do it that way to be fair and right about it. 

One of the things that is happening now is that there are hundreds 
of thousands and millions of young men who have been in the Army 
and have been trained who are going back out again and have an obli- 
gation for another 6 years of service. 

Mr. Scrivner. They are not going into any Reserve or National 
Guard units. 

Secretary Witson. Something has to be done about that. 

Mr. Srxes. They are not going into any units now and a most 
realistic and effective program will be required to interest them. 

Secretary WILson. Reasaking has to be done about that but it is 
not easy. 


YEAR-END OBLIGATIONS AND EXPENDITURES 


Mr. Srxes. Mr. Secretary, some mention was made several times 
during the testimony yesterday and this morning about preventing 
last-minute obligations and expenditures. You know, it has been the 
custom for a long time at the end of the year to spend whatever money 
was left over, even if they had to buy iddieee and switch engines. 

I would like for you to tell this committee in considerably more 
detail just what is being done to correct that situation. 

(The information requested follows :) 


With the help of this committee we have tackled this problem on several 
fronts. As you know, this committee assisted materially in minimizing the 
flurry of year-end purchasing by the recommendation and enactment of section 
635 of the Department of Defense Appropriation Act for 1954 (Publie Law 179), 
which provides that not more than 20 percent of the appropriations available 
for obligation during fiscal year 1954 shall be obligated during the last two months 
of the fiscal year. 

Another approach to this problem has been a rigorous review by the Comp- 
troller of the amounts apportioned during the fiscal year. At the first review of 
the apportionment requests from the military departments sufficient funds were 
released to cover the programs only for the first half of the fiscal year, with the 
idea in mind that another look could be taken at these programs in conjunction 
with the fiscal year 1955 budget. This first apportionment action was completed 
during the months of November and December. The second phase of the appor- 
tionment of funds which covers the last half of this fiscal year has been substan- 
tially completed, with the result that we have held in reserve substantial amounts 
that have not been adequately justified as being needed to carry out the various 
programs. 

The Comptroller has kept both congressional Committees on Appropriations in- 
formed of these apportionment actions each month. Although it may become 
necessary to release some additional funds for the completion of the fiscal year 
1954 programs, it is not anticipated that the amounts to be released will be very 
substantial. 

We have recently developed a monthly report on the status of obligations 
and expenditures on a budget category basis. The budget categories enable 
us to watch the broad programs of the Department of Defense in a much more 
intelligible fashion than heretofore. As trouble spots may appear or the lack of 
need for additional funds becomes evident, we plan to take prompt action as 
we follow the monthly report. By utilizing these tools of management we do 
not anticipate any abnormal year-end purchasing activity. 

During the past several years, the Congress has made virtually all our pro- 
curement appropriations continuing, or no-year accounts. This has been an im- 
portant factor in contributing to more efficient use of available funds. Because 
of the technological and other problems involved in procurement of military 
equipment, a certain amount of change or cancellation of contracts is inevitable. 
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In the past, there was little incentive to cancel outstanding contracts where 
“annual or 1-year funds were involved, even when such action would be generally 
advantageous to the Government, if the funds in question would be unavailable 
for further obligation. With the use of continuing appropriations for procure- 
ment, however, there is a direct incentive to reprogram and renegotiate con- 
tracts where such action will be advantageous to the Government. 


CONTRACT CANCELLATIONS 


Mr. Sixes. I have noted something about Army plans for can- 
cellation of contracts. When those contracts are canceled, Mr. Secre- 
tary, does that mean that the Army and the other services, that are 
similarly affected, will have to live on the war reserve that we have 
been trying so hard to build up over a period of years? 

Secretary Wirson. No, I do not think that is a fair analysis of it. 

Mr. Stxes. Will the war reserve be depleted by this process? 

Secretary Witson. Let us take the item of trucks, where there was 
a cancellation. Mostly the cancellations are simply cancellations in 
our heads. In other words, we just do not go ahead with the things 
that had been previously planned. 

I think we canceled actually 149 planes last September, and they 
said we had canceled 1,000. We simply did not order all those that 
> ig money to order. That accounts for some of those carryover 

unds. 

Mr. Srxes. But you had the money to order them. It was stated 
to this committee that they were badly needed. 


TRUCKS 


Secretary Wixson. I would like to make a statement about the 
truck business. : 

The trucks are used for two purposes. They are used in wars, 
when they are moved over with the Army into battle. They are also 
used in this country in our training and at our military bases and 
for handling materials and all that kind of rig 2 

Our commercial trucks are pretty good for that purpose in this 
country. They do not have to be military trucks. So there is no 
reason to build up a large reserve of trucks in this country to just 
sit there and get obsolete on the basis that you need them, when you 
could use civilian trucks. 

The difference in our country actually is in favor of the civilian 
trucks on the basis of the truck that you get for the money you spend. 

So in our thinking some of our mobilization reserve now is in a 
different category. The original conception was that you had to have 
the jeeps and the 214-ton 6 by 6’s and so forth in this country for the 
— to run around in. That is not so. That is the kind of thing 

mean. 

I am not used to calling a truck soft goods, but what I mean is 
where there are commercial types that can be used here for Army 
pe which the people ordinarily use and which will satisfy 

1e need. 

Mr. Srxes. This committee has insisted for a long time that there 
should be a greater utilization of the commercial-type vehicles. 

Is it true that in the categories where orders have been canceled 
that those orders can be reinstituted in an emergency with the utiliza- 
tion of civilian type of vehicles? 
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Secretary Witson. Civilian type of vehicles plus a mobilization 

capacity to go back into the production of the special types of trucks 

uickly. 

To Cogin with, what we did was that we said, “What are all the 
things we would need by a certain date?” and we stockpiled the perish- 
able stuff, too. I do not know how many thousands of passenger cars 
we bought and put in warehouses, right when there was a civilian 
shortage; when if you needed that kind of cars for a war you could 
get them before you could shut the automobile industry off. You 
could just reach out and grab them. 

Those are the kinds of things we have been looking at a little more 
realistically. I worry about building a lot of new warehouses and 
filling them up with stuff. We are looking over all the inactive things 
that we have in our warehouses—material that we accumulated in 
the past when we did not have very good control over it. 

A lot of our people cntiniined requirements for many things the 
best they could, and once they got in the system no one dared to change 
it. 

SUPPLY INVENTORY SYSTEM 


Mr. S:xes. Have there been any improvements in recent months in 
what I guess you would call the supply inventory system, for keeping 
up with the supplies the services have in different parts of the world 
and keeping them in good, usable condition ? 

Secretary Wixson. The thing we are doing right now is that we are 
trying to take an inventory and find out what we have. We want to 
keep the paperwork in line with the material, so that you can move it 
and know what you are doing. 

We did not need to stockpile brooms and soap and things like that 
for a war, you know, because if you move 10 million people out of 
this country to fight somewhere else you do not need so many civilian 
goods in this country. 

In other words, the capacity exists. It is these very special military 
things, these advanced weapons where there is no civilian substitute, 
that you have to plan for carefully. 

Mr. Suerrarp. Will the gentleman yield at that point? 

Mr. Srezs. Yes. 


STANDARDIZATION 


Mr. Sueprparp. Mr. Secretary, Members of Congress have been in- 
terested in trying to get a standard inservice hut for 314 years. 

Secretary Wuson. A standard what? 

Mr. SHepparp. A standard inservice hut, so that all services could 
use just a hut. That has been going on 31% years, and it still is not on 
the track because it has not been tested to the degree that somebod 
downstairs thinks it ought to be tested. It is so stupid it is pitiful, 

Secretary Wirson. Just give me a little time. 

There is one thing I would like to say about that. Perhaps it is 
not quite as bad. The thing I do not like is when you get different 
kinds of huts on the same base. The different services have specialized 
in different ones. There are some minor variations in them, and that 
does not bother me too much, because you don’t buy them all from 
oneconcern. You have to buy them from 3 or 4 or a half-dozen places. 
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If one man down here or one organization is making a good hut 
and you can give him an order large enough to be a minimum economic 
unit—which means he can get his cost down on it, since he has enough 
volume—I do not think that is too important. 

Now, it gets more important with the vehicles, where you get main- 
tenance parts and things of another order of importance. 

We are looking at this catalog business and are trying to pull it to- 
page Part of that is in trying to effect some standardization, too. 

ou know how many different kinds of hammers we have, for in- 
stance, or ball bearings and that kind of thing. 

For the first time now we have an Assistant Secretary of Engineer- 
ing Application. Weare going to go at it differently from the manner 
we approached it before. We used to try to do it with committees. 
The committees would argue endlessly about it, and each fellow would 
try to advance the point of view of his service, and it did not get done. 
Now we are going to try to work at it. Why can we not doit? What 
is the matter with this? Is this not a good thing to do? 

Mr. Sixes. I think you are going to find that one of the greatest 
areas of waste is in the supply system. 

Secretary Wutson. I do not know just how far we can go, but we 
are going to go a little further and faster than has happened in a long, 
long time. 

Mr. Sixes. With an organization as big as the military services, it 
will be true that you cannot prevent some waste, but there is room for 
great improvement. 

Mr. Wiccteswortu. Mr. Scrivner? 

Mr. Scrivner. Off the record. 

(Discussion off the record.) 


CONCEPTS UNDERLYING THE “NEW LOOK” 


Mr. Scrivner. I have just one observation, Mr. Secretary. It ap- 
rs to me, having listened to all the discussion of the questions and 
aving read your statement, that there is not yet before this committee, 
and therefore not before the Congress and the public, a full enough 
and complete enough explanation of this change of idea away from a 
D-day that we have followed in the past to a long-range pro- 


ram. Would you care to amplify that for the record, or should that 
stressed when the Chairman of the Joint Chiefs of Staff comes up? 
It is not thoroughly understood. 
Secretary Witson. I think you might ask him about the military 
a of it and Assistant Secretary Thomas about the mobilization 
ase. 
(Nore.—Statement of Chairman of Joint Chiefs of Staff appears 
on p. 119 and statement of Assistant Secretary Thomas appears on 
245. 
I thnk you have made a very good point, because I have difficult 
with it in getting it explained to the people and having it understood. 
Mr. Scrivner. If this committe and the Congress has a complete 
understanding of it we may be in a position to help you explain it. 
If we do not have, of course we cannot. 
Secretary Witson. That is right. 
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Mr. Scrtvner. That is why I raised the question. 

Secretary Wiison. I would just like to take a moment and say that 
one of my criticisms about the thing, when I came down here, was 
that there were no contracts that specified what the suppliers did 
when the orders ran out. 

If we had been able to do what we started out to do, and had stock- 

iled all of this stuff to get ready for the war by a certain date, and had 
Rad no war, we would have had a depression in this country, because 
we would suddenly flip from a high level of war production down to 
a lower production, and they would have laid off those people, and in- 
dustry could not have absorbed them fast enough in other activities. 
That D-day concept to me meant disastrous consequences. 

Mr. Manon. Mr. Wilson, I think you have misinterpreted the think- 
ing. I think the previous conception was good, that we ought to be 
in a minimum position of self-defense at the earliest possible moment, 
and they also said that we hoped to do it by a certain date. It did not 
mean to stop then. They might go up from that point or they might 
level off. It seems to me important that at the earliest reasonable 
and practical moment we should have the minimum position for the 
defense of the country. 

Secretary Witson. I would go along with that. 

Mr. Manon. That is what it meant. 

Secretary Witson. But the planning did not carry that out very 
well, from my point of view, because we stockpiled this stuff that was 
foolish to stockpile, because you could get it on short notice from the 
civilian economy. 

Mr. Scrivner. The observation which Mr. Mahon has made just 
bears out the reason why I made the observation I did. 

Secretary Wuson. That is right. Also, when we placed a big con- 
tract with a contractor, or built a new building for him, or something, 
we made no agreement, and we would have been right back where we 
were after World War II when the orders ran out. Now we are try- 
ing to change that. 


EXPENDITURES 1931-55 


Mr. Manon. In connection with our military program, would you 
at this point put these figures in, although they appear elsewhere in 
the record: The amount of spending of the Department of Defense— 
Army, Navy, Air Force and the Office of the Secretary—for fiscal 
years 1945 to date? 

Secretary Witson. I think it would be very helpful to the country 
to just see what people think is a cut-back is still a tremendous thing. 

r. Manon. That is the point. It cuts two ways. 

Secretary Wirson. It isa good suggestion. I looked it over myself. 

If you really want to go to where it looks ridiculous, in hindsight, 
go back into the 1930’s and see what we were spending. It was $600 
million a year for the whole thing. 

(The information is as follows :) 
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Department of Defense expenditures, fiscal years 1931-55 
[Millions of dollars] 


os) 


we 


1 Includes interser vice activities. 
2 Estimated. 
3 Less than $0.5 million. 


Mr. Scrivner. Off the record. 

(Discussion off the record.) 

Mr. Wicciesworru. If there are no further questions, we thank you, 
Mr. Secretary. The committee is indebted to you for your very help- 
ful testimony. 

Turspay, Fesrvary 2, 1954. 


(AFTERNOON SESSION ) 
Brrerine on Picrure 
WITNESS 
ADM. ARTHUR W. RADFORD, CHAIRMAN, JOINT CHIEFS OF STAFF 


Mr. Wiceteswortu. The committee will come to order. 

We are very happy to have the new Chairman of the Joint Chiefs of 
Staff, Admiral Radford, with us this afternoon, 

I understand that he has a comprehensive statement covering the 
world situation, and I know the committee will be glad to hear it. 

Necessarily, it must. be largely, if not wholly, off the record. 

We will be glad, Admiral, if you will proceed now in your own 


way off the record. 

Admiral Raprorp. Off the record. 

(Discussion off the record.) 

Mr. Wiceteswortn. We thank you, Admiral Radford, for your 
presentation and the information that you have given the committee. 


Wepnespay, Frsrvuary 3, 1954. 


Mr. Wiccreswortu. Admiral, will you proceed with your state- 
ment off the record. 
(Discussion off the record.) 


|_| 
Fiscal year | Total Army Navy | Air OsD! 

$37, 575 $10, 200 $16, 300 $575 

41,550 14, 200 15, 600 450 

EO 43, 711 16, 337 15, 087 409 

ITA 38, 972 15, 708 12,711 392 

19, 772 7,478 6,349 362 

11, 887 3, 985 3, 600 199 

17, 994 6, 482 1,059 > 
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CONTINENTAL DEFENSE 


Mr. Taper. Has the Defense Department been supplied with ade- 
quate funds to this date for the development of this radar defense? 

Admiral Raprorp. The continental defense? 

Mr. Taper. Yes. 

Admiral Raprorp. All together ?¢ 

Mr. Taper. Yes. 

Admiral Raprorp. The answer is “Yes.” 

Mr. Taner. Would you be willing to have that in the record? 

Admiral Raprorp. Yes. 

Mr. Taser. All right. 

Mr. Sueprarp. Just a moment. You say “Yes” but from what you 
said previously, do you not mean “Yes” in the development status as 
it is presently under way but not in the total consummation ‘ 

Admiral Raprorp. That is right. 

Mr. Taper. They have not gotten to that yet. 

Mr. Sueprarp. I assumed that the question in the record would leave 
it in the entirety. 

Mr. Taser. It was for the development to this date. 

Admiral Raprorp, What we require as of today is money to procure 
equipment that is considered satisfactory. We have that. We also 
need money for development of new equipment. We have that. 

Mr. Muir. Might I ask the question in just another way: Could 
you develop the continental defense system any faster than you are 
now doing if more money were appropriated for that purpose? 

Admiral Raprorp. No, sir. 

(Discussion off the record.) 


EXPERIENCE AND QUALIFICATIONS OF ADMIRAL RADFORD 


Mr. Wiccieswortn. You have given us about 4 hours of essentially 
interesting and helpful information. The committee is indebted to 


ou. 
yf I know that the members of this committee are familiar with the 
outstanding record you have in the service, but for the benefit of the 
others who may not be and who may read the record, if there is no 
objection I would like to reinsert in the record at this point a state- 
ment of your experience and qualifications which was furnished to the 
committee a day or two ago by Secretary Wilson. 

(The statement follows :) 


BrieF BIOGRAPHICAL SKETCH OF CHAIRMAN OF JOINT CHIEFS OF STAFF 


Admiral Radford was born in Chicago, Ill, and attended publie schools in 
Illinois and Iowa before going to the Naval Academy. He received his com- 
mission in 1916 and served with the Atlantic Fleet during World War I. He 
began his air training in 1920 and shortly after being graduated as a naval 
aviator he was ordered to the newly established Bureau of Aeronautics in 
Washington. 

Practically all his naval career has been spent in the air arm of the Navy 
and most of the time he has been with or in command of flying units. He com- 
manded the naval air station at Seattle from 1987 until 1940, had a brief tour 
of duty with the Office of the Chief of Naval Operations, and was commander 
of the naval air station in Trinidad until late 1941. He returned to the United 
States and had duty until April 1943 as Director of Naval Training for the 
Bureau of Aeronautics with a number of additional duties. In this position 
he was awarded the Legion of Merit for the work he did in inaugurating and 
expanding the naval air training program. 
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He was subsequently assigned to duty as commander of Carrier Division 2 
and in July 1943 was made commander of Carrier Division 11. In this capacity 
he gave distinguished service in the action against Japanese forces prior to 
and during the landing activities on Baker, Makin, and Tarawa Islands in the 
Pacific. In December 1943 he became Chief of Staff and aide to the commander, 
Aircraft Pacific until spring of 1944 when he returned to Washington as Assist- 
ant Deputy Chief of Naval Operations for Air. In November 1944 he assumed 
command of Carrier Division 6, Pacific Fleet, and served with distinction in that 
capacity. In September 1945 he returned to Washington as Deputy Chief of 
Naval Operations for Air, returning in February 1947 to the fleet to become 
commander 2d Task Fleet under the Atlantic Command. Early in 1948 he 
again returned to Washington, this time as Vice Chief of Naval Operations. 
In April 1949 he became commander in chief, Pacific, commander in chief, Pacific 
Fleet, and High Commissioner of the Trust Territory of the Pacific Islands. 

In June 1953 he was ordered to report as Chairman of the Joint Chiefs of 
Staff and on August 15 succeeded Gen. Omar Bradley to that important task. 


MILITARY PERSONNEL 


Mr. Wiceieswortu. The committee has been given certain tables 
under the heading of “Fiscal year 1955 budget highlights.” 

I think that it would be well to insert at this point table 1 entitled 
“Summary of major military forces and military personnel”; table 2, 
“Military personnel strengths,” and table 4, “Reserve component 
personnel in drill-pay status.” I think these tables statistically sum- 
marize briefly the military program for 1955. I would appreciate 
it if there could be added an additional column with respect to tables 
2 and 4, giving the figures as of June 30, 1950, as is done in table 1. 

(The tables referred to are as follows :) 


Taste 1.—Summary of major military forces and military personnel 


June 30, June 30, June 30, June 30, 
1950 953 1954 1955 1957 


military forces: 


rmy: 
Divisions 


Regiments and 
Antiaircraft 


Total, active 
Carrier air groups 
Carrier ASW squadrons 
Marine divisions 
Marine air wings... 
Active aircraft inventory 


Operating aircraft 
Logistic support... 


| 83] 108] 88 


Active aircraft inventory - - -- 


Military personnel end strength (including 
cadets and officer candidates): 


Norte.—Data furnished by Office of Assistant Secretary of Defense ‘Comptroller). 


|_| 
i 
20 19 17 
18 18 18 
114 117 122 ro) 
1,129 1, 126 1, 080 
16 16 16 
15 15 15 
3 3 3 
3 3 3 
13, 308 13, 285 13, 191 
9, 946 9, 941 9, 941 
3, 362 3, 341 3, 250 
Combat wings................- 90 99 107 126 
Troop 16 16 ll 
12.295) 18,412, 21,010 | 22,927| 710 
698,000 | 1,534,000 | 1,407,000 | 1, 164,000 (*) 
794, 000 741, 000 689, 000 (*) 
74, 000 249, 000 225, 000 215, 000 
> 978, 000 955, 000 970, 000 
1,460,000 3,555,000 | 3,328,000 | 3,038,000 
+ Not available. 
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DEFENSE PROGRAM FOR 1955 


Mr. Wicerrsworrn. I understand briefly if you take the period 
June 30, 1953 to June 30, 1955, the program contemplates a decrease of 
3 divisions in the Army, leaving us with 17 divisions, 18 regiments and 
regimental combat teams, and 122 antiaircraft battalions as compared 
with June 30, 1950, when we had 10 divisions, 12 regiments and regi- 
mental combat teams, and 48 antiaircraft battalions. 

I understand that insofar as the Navy is concerned, you plan to put 
about 49 ships in mothballs, 5 in the classification of warships, leaving 
us a total of 1,080 activated ships as of June 30, 1955, compared with 
600 as of June 30, 1950. Also that it is contemplated we will have an 
active aircraft inventory for the Navy of 13,191 as of June 30, 1955, 
compared with an active aircraft inventory as of June 30, 1950, of 
9,099. 

The Air Force, as I understand the program, contemplates a steady 
increase in the number of wings from 98 in December of 1952, to 106 
as of June 30, 1953; to 115 as of June 30, 1954; 120 as of June 30, 1955, 
and 137 as of June 30, 1957, compared with 48 wings as of June 30, 1950. 
Also that the program contemplates giving us an active aircraft inven- 
tory as of June 30, 1955, of 22,927, and as of June 30, 1957, of 24,710 
as compared with 12,295 as of June 30, 1950. 

It also appears, as I understand it, that in the period between 
December 1953 and June 1955 the program contemplates a reduction 
in personnel in the Army of about 317,200, in the Navy of 76,500, the 
Marine Corps, 28,800, and an increase in the Air Force of 57,500, or an 
overall decrease of about 365,000, leaving us with a total force of 
3,037,900 in terms of military personnel. 

I might add that table 4 indicates a substantial buildup in the 
Reserve component personne! all along the line, in the Army, the Navy, 
the Marine Corps, and the Air Force. 

Does that. give briefly a statistical picture of the situation? 

Admiral Raprorp. Yes. 

Mr. Wieateswortu. The program, as I understand it, has the full 
endorsement of yourself, as Chairman of the Joint Chiefs of Staff, 
and of the Joint Chiefs of Staff as a whole? 

Admiral Raprorp. Yes. 


CHANGE IN BASIC PHILOSOPHY OF MILITARY PROGRAM 


Mr. WiecteswortH. You have commented to some extent on the 
program off the record. I think that it would be helpful, if there is no 
es if you could comment to some extent on the record. 

or instance, I would like you to comment on the philosophy under- 
lying the new program in terms of the long pull as distinguished from 
the specific date of preparedness. 

Admiral Raprorp. The philosophy is, as I have explained, to pre- 
pare for the long pull instead of the year of crisis, and the problem is 
to evolve a military structure which is balanced as to the military 
requirements as we see them, and which is capable of being supported 
both from an available appropriations standpoint and a personnel 
standpoint—the available manpower. 

Mr. Scrivner. May I make a request? One of the things that is 
sometimes forgotten is the fact that you know these facts and we know 
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them, but what we have to do is to try to build a picture that the other 
members on the Appropriations Committee and of the House and the 
public can understand. It is a little difficult for me to explain it in 
military words, and it is probably hard for you to explain it in words 
that Luse. If we could have a clear picture of what the previous pro- 
gram was, namely, the method that was followed in setting up a hypo- 
thetical D-day, which we were constantly building toward, and which 
constantly shifted each year, as compared to the program we now 
contemplate operating, it would be quite helpful to all of us. You 
can give it to us in military terms, but I am wondering whether the 
other Members of the House would understand it as we. 

Admiral Raprorp. Well, that is a ticklish question for me to answer 
on the record. I tried to outline that in my off-the-record statement. 
1 will try to write up something that will fit into that picture which can 
be used in the record. 

AFTERNOON SESSION 


Mr. Wiacteswortu. When we adjourned, Admiral, Mr. Scrivner 
had asked you to insert in the record a general statement as to the new 
military program compared to the former program. I assume you 
will develop the philosophy back of it, the policy as to Reserve forces, 
and all other aspects, so that we can have a comprehensive picture. 

Admiral Raprorp. Yes, sir. 

(The statement referred to follows :) 


THe New Look 


The new look is a term which has been applied to our security planning for 
the future. I will give you my description of that part of it which pertains to 
the military. The new look is a reassessment of our strategic and logistic capa- 
bilities in the light of foreseeable developments, certain technological advances, 
the world situation today, and considerable estimating of future trends and de- 
velopments. It is a searching review of this Nation's military requirements for 
security. 

The motif and the tempo for the new look stemmed from the directive contained 
in the President’s speech last April when he said that henceforth, planning would 
proceed on the basis of preparations for the long-term pull. Here is the real key 
to our new planning. With the President’s policy as a starting point, we feel 
that economically sound military and mobilization plans, for this Nation and 
for our allies, will result. 

The new look really is not the first such review of military requirements. The 
Joint Chiefs of Staff since their inception have continuously reviewed security 
problems and requirements. 

Actually, the new look is new in only two respects. First, the Joint Chiefs of 
Staff, who are making it, are newly appointed. Second, and more important, our 
current review is based on a guiding precept that is significantly different. Our 
new look prepares for the long pull: not a year of crisis. It is aimerl at pro- 
viding a sturdy military posture which can be maintained over an extended 
period of uneasy peace, rather than peaking forces at greater costs for a par- 
ticular period of tension. However, that in itself makes a great difference in 
military planning. 

Secretary of Defense Charles Wilson, in amplification of the President’s state- 
ment, gave an excellent description of the objectives we are seeking when he said: 

“We hope to continue to build up the Nation’s military strength, particularly 
airpower and air defense while at the same time making progress in reducing ex- 
penditures. This will be done through developing new strategic plans and ob- 
jectives, giving proper weight to new weapons and equipment, and by continuing 
to make intelligent savings especially through the better organization and utili- 
zation of manpower. The objective of the entire defense organization will be 
to develop the maximum military strength and security for our country that can 
be obtained by the intelligent expenditure of the funds the people of our country 
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through the Congress are able and willing to make available for defense pur- 
oses.” 

In December, President Eisenhower made a magnificent address on the atomic 
age in which he described the tremendous destructive power of atomic weapons. 
He said that today’s stockpile “exceeds by many times the explosive equivalent 
of the total of all bombs and all shells that came from every plane and every gun 
in every theater of war through all the years of World War II.” 

Thus, in our plans we recognize and take cognizance of the fact that the de- 
structive power, presently and prospectively available to each branch of the 
Armed Forces, dwarfs that ever experienced in the history of warfare. 

We also recognize that there has been no reduction in the vast militant force 
of international communism which continues to threaten the free world. Com- 
munism persists in contesting the basic tenets of our way of life. In practice 
today, it is using its power, secretly and openly, to undermine all efforts toward 
stable peace. We know that communism will desist from aggression only when 
free nations are united in arms, and only when they are stoutly defended. 

Recurring local situations—hot spots—are going to be with us for a long time 
to come. Unless we are in a position to handle them positively and quickly, 
these hot spots will be serious and may be frequent. If we maintain a strong 
armed posture—a counteroffensive capability along with mobile, combat forces 
in readiness—it should convince the men in the Kremlin that neither a global 
nor a localized war will be to their advantage. Then, they will be limited to 
seeking their objectives through political, economic, ideological, and subversive 
actions, 

Thus, our military task consists of two principal requirements. We must be 
ready for tremendous, vast retaliatory and counteroffensive blows in event of a 
global war, and we must also be ready for lesser military actions short of all- 
out war. 

THE CONCEPT 


Secretary Wilson and the Joint Chiefs of Staff have agreed that we must 
fulfill these requirements with due regard for not only military factors, but 
also a wider range of political and economic factors, as well as the latest tech- 
nological developments. In this day and age, the military must be realistically 
concerned about keeping our national economy strong as an indispensable bul- 
wark of the free world. It is a most important facet of our national security 
problems. 

We are further agreed that continental defense programing is an increasingly 
important part of our national security planning. We want to see continental 
defense programing continue on an orderly basis, with phased iucreases in forces 
and facilities, to improve our defenses against bombing attack. 

In addition, we are agreed that our plans and programs cannot be developed 
by the United States foz ourselves alone. They must be worked out in co- 
operation with our allies, with full recognition for their problems. They must 
take into account the common danger and common responsibility which belongs to 
the free world. Security is a cooperative venture; it is not a competitive race. 
To forewarn aggressors and to construct effective military might, we need part- 
nership, not partisanship. 

Under these circumstances, the concept of the new look is the development of 
an armed posture which can be supported, year in and year out, on a long-term 
basis; not just 1 year, nor 2 years, but for 10 years or even 20 years if necessary. 
As a starter, the Joint Chiefs of Staff have picked a period through fiscal year 
1957. Early in December we agreed to, and submitted a program for, military 
forces through this period which will provide for the security of the United 
States; forces which will deter aggression in consonance with the concept of 
collective security with our allies in Europe and the Far East; and forces which 
would provide the basis for winning a war—an all-out war or a limited war—if 
war is forced upon us. The budget for fiscal 1955 is based on and is the first 
step in this new program. Here I would like to emphasize that all plans beyond 
fiscal 1955 are for planning purposes only. The only firm plans are those 
contained in the annual budgets submitted to Congress each year. 

It is obviously impossible for the United States to sustain forees which will 
enable us to station combat-effective units of superior strength every place where 
aggression might occur. If we tried to do this, we would insure economic 
collapse. We cannot be strong everywhere simultaneously. 

Accordingly, we plan force levels which provide us mobile, versatile, combat 
forces in readiness, and an adequate mobilization base. These strength levels 
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will be of such magnitude that our allies can recognize both our determination to 
counter any aggression, and our determination to support our national and 
international policies and commitments. At the same time, these levels will be 
those which are possible of attainment over the long pull. 

Over the next 3 years our plans call for a gradual reduction in manpower. In 
planning this reduction of manpower in our Armed Forces, our specific interest 
is in an orderly program based over a period of years. We want to reduce over- 
head. We consider it imperative to improve our ratios of combat manpower to 
total manpower. We want a very good realistic reserve program for all services. 
We want to make more effective use of the manpower in uniform. To accom- 
plish these ends we are improving greatly our combat effectiveness by the appli- 
cation of new weapons and new techniques, and hope ultimately to achieve far 
greater flexibility than heretofore attainable. 

We fully recognize the unfeasibility of relying in the future on long periods 
of time in which to mobilize our available manpower. Therefore, an essential 
part of the new look includes plans and studies for attaining an improved state 
of readiness of our Reserve forces to meet today’s requirements for rapid 
mobilization. These plans and studies are being given the highest priorities. 
We must improve the Reserve programs for all services in order to make them 
more realistic and more responsive to current and future needs. 

From time to time, I read of criticism about the so-called traditional adherence 
to the concept of balanced forces. It is quite true that the Joint Chiefs of Staff 
do not subscribe to the concept of relying solely on one service, or one Weapon, 
as a shortcut to easy victory. But a balanced force does not mean to us—an 
artificial one-third, one-third, one-third, either in manpower or dollars. 

The Joint Chiefs of Staff believe that our security and that of the free world 
cannot at this time be entrusted to an unbalanced—a unilateral or bilateral— 
concept of forces. This is true in Western Europe, Korea, and Indochina today. 
It would be true in any other active theater of operations.. It is equally true, 
however, that the balance in one situation may not be proper in another. The 
balance in one war will not be the same as that in a later war. 

Today’s emphasis is actually pointed toward the creation, the maintenance, 
and the exploitation of modern airpower. Today there is no argument among 
military planners as to the importance of airpower. Offensively, defensively, 
and in support of other forces, it is a primary requirement. Its strength con- 
tinues to grow, both through increases in combat air units and through better 
equipment. 

Perhaps it would be appropriate for me to amplify what I mean by airpower. 
As I use the term, our national airpower includes the Air Force, naval aviation, 
Marine Corps aviation, Army aviation, and the tremendous aircraft industry 
and civil air transportation systems of the United States. Some people do not 
fully comprehend the true magnitude of today’s United States national airpower, 
and I would like to state unequivocally that it is superior to that of any other 
nation. Furthermore, the United States has so developed certain segments of 
its airpower as to achieve a strategic air force and a naval carrier striking force 
which are without peer in this world. 

Yet now, and for an indeterminate period in the future, under most circum- 
stances, air forces must be complemented with other forces. Land forces, 
amphibious forces, antisubmarine warfare forces, and other well-rounded forces 
are necessary. Therefore we aim to build up also the effectiveness of the Army, 
Navy, and Marines with better equipment, new weapons, and a better planning 
of Reserve components. 

At the risk of oversimplification, I would say that the new look is a security 
program designed to provide an adequate military posture for the long pull. 
The ultimate force levels, which we have recommended, and which we hope to 
reach by the end of fiscal 1957, are actually for planning purposes. They are 
not inflevible either as to time of achievement or as to ultimate quantity of 
forces. The only firm plans in attaining these ultimate goals are those repre- 
sented by the force levels on which the current annual budget is based. 

The Joint Chiefs of Staff have no preconceived ideas as to what our Armed 
Forces will look like a decade from now. Our present plans are based upon 
what we see today as being in the best interests of the United States and the 
free world. They are based on a searching estimate of the world situation, and 
a thorough analysis of the existing threat projected into the foreseeable future. 
Naturally anv changes in the situation on which the present plans are based 
would necessitate a reevaluation and reconsideration. 
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MILITARY PERSONNEL 


Mr. WiaeLeswortu. Referring to the tables inserted in the record 
this morning, I think I might have mentioned, but did not, that 
it appears from table 2 that if we take actual strength figures, 
as of December 1953, and compare them with the average strength 
figures as recommended for 1955, we have a reduction of about 179,- 
000 in the Army, 53,000 in the Navy, 23,800 in the Marine Corps, and 
an addition of 47,500 in the Air Force. 


TABLES OF ORGANIZATION AND TABLES OF EQUIPMENT 


I understand that in preparing the program among other things 
there has been a reconsideration and revision of tables of organiza- 
tion and tables of equipment; is that correct ¢ 

Admiral Raprorp. In the Army, you mean, sir? 

Mr. WiceLeswortnH. In the Armed Forces. 

Admiral Raprorp. That is not in my line at the moment. I did not 
know there was such a revision, except that in all the services there 
has been a great effort in the past year to reduce the overhead and try 
to cut out personnel in auxiliary units and get more into the combat 
units. 

Mr. WieGieswortu. The testimony which we received through the 
Secretary, as I understood it, was to the effect that there had been a 
review or reexamination of both tables of organization and tables 
of equipment. I am not clear whether that is still in process or 
whether it has been completed. In any event, it accounted as I under- 
stood it for about 160,000 of the personnel reduction. 

Admiral Raprorp. I think that is part of an overall drive to reduce 
overhead, and probably, in the case of material, to try to take cogni- 
zance of some of the new weapons developments. It is more or less 
a program that should continue all the time, with a constant review 
by the individual service department. 

Mr. WiccLeswortu. I am glad to hear that, because it has always 
seemed to me it was something that needed very close attention, and 
that it had not received the attention that it should have received in 
recent years. 


COMBAT AND NONCOMBAT MILITARY PERSONNEL 


The record indicates a total military personnel of December 1953 
of 3,402,900 people. Are you in a position either to give us now or to 
furnish for the record a breakdown of that figure (a) into combat 
personnel, and (b) into noncombat personnel ? 

Admiral Raprorp. I do not have the statistics here, but I could get 
get them for you, sir. 

Mr. Wieeteswortu. If you will give us that information, with a 
similar breakdown for the figure of 3,037,900 as of June 1955, we shall 
appreciate it. 

Admiral Raprorp. I could get it. 

Mr. Wiaeteswortu. I think it would be helpful. 

Admiral Raprorp. Yes, sir. 
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(The information is as follows :) 


BREAKDOWN OF COMBAT AND NONCOMBAT PERSONNEL 


1. The following distribution of personnel between operating forces and non- 
operating forces is planned for end fiscal year 1955: 


June 30, 1955 


Army 


Marine 
Corps 


Operating forces 
Nonoperating forces 


132, 817 
82, 188 


215, 005 


1 Excludes naval cadets and midshipmen. 


2. A similar breakdown for December 1953 is not available; the latest date 
on which this type of breakdown is available is as of September 30, 1953, and 


is as follows: 


Army | Navy 
| 


Marine 


Corps Air Force 


Operating forces 
forces. 


827, 149 503, 541 
692, 036 274, 953 


145, 729 
115, 514 


486, 615 
454, 568 


11,519, 185 1778, 494 


261, 243 | 941, 133 


1 Excludes cadets and midshipmen. 


Norte.— Data furnished by Office of Assistant Secretary of Defense (Manpower and Personnel). 


OVERSEAS PERSONNEL 


Mr. Wiacieswortu. Do you know or could you furnish the number 
of overseas personnel, both military and civilian ? 
Admiral Raprorp. I could get it for you, sir. 


it 


that information also. 


I do not have 


‘Mr. Wiceresworrn. We should appreciate it if you can furnish 


Mr. Miter. Mr. Chairman, you had better divide the civilian 
group into indigenous and United States citizens. 
Mr. Wiccieswortu. Let us have both, if you can get them. 


Admiral Raprorp. We can get it. 


I might say in that connection that in certain places we are tryi 


to utilize indigenous 
(The information is as follows :) 


rsonnel, where it will save military widens g 


NuUMBEER OF PERSONNEL OVERSEAS, MILITARY AND CIVILIAN 


The latest breakdown available of Department of Defense personnel over- 
seas (outside continental United States), military and civilian, the latter fur- 
ther broken down into United States and indigenous personnel, is as of September 


30, 1953 


The breakdown as of that date is as follows: 


Military personnel. 


Civilian employees. 


*1, 352, 748 
118, 144 


Foreign nationals supporting Department of Defense 


1Includes personnel ashore and personnel on ships outside the 12-mile lmit. 
Nore.—Data furnished by the Office of Assistant Secretary of Defense (Manpower and 


Personnel). 


427, 281 


Navy | Air Force 
1, 164, 000 1 689, 000 970, 000 
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Mr. Wiacieswortu. That was my next question, whether you cared 
to comment on that possibility. A number of Members returning 
recently from overseas have a very strong impression that a great 
deal of money can be saved by utilization of indigenous personnel in 
both categories, military and civilian. 

Admiral Raprorp. Well, of course, that is true. I was talking to 
our commander in Germany, for instance. They can hire an indige- 
nous person for certain types of work for some $1,200 a year, and he 
will support himself and take care of his family. 

A single man from the United States costs about $7,000 a year, 
and then his relief is being trained, also. We do not know exactly, 
but the generally accepted figure is that a United States serviceman 
abroad, a single man, costs us in the neighborhood of $10,000 a year. 

So the saving is the difference betwen $1,200 and $10,000. That 
saving is even greater if the serviceman has dependents. 

The problem in connection with using indigenous personnel is 
screening them for security in case the work they do has any security 
aspects ; and, secondly, we run up against a final limit in their utiliza- 
tion in case of a real emergency, that is whether they would stick 
with us or whether they would disappear and leave us without the 
support. In other words, we do not have the control over them that we 
do over military personnel. 

Generally speaking it is a desirable goal and the Department of 
Defense, including all three services, is trying to utilize indigenous 
personnel to reduce the overhead of military personnel abroad. 

Mr. Osrertac. To what extent have your plans and program de- 
veloped, Admiral? 

Admiral Raprorp. Well, I could not answer that. I think the serv- 
ices would have to answer that. I know after talking to General 
Tunner, General Hoag, and General Handy that they are surveying 
their establishments to see where they can utilize them, and where 
they can get them. 

Mr. Scrivner. There must have been some conflict in the instructions 
that went to Europe, because when Representative Miller and I were 
there in September we were told by the Army that while they had been 
using indigenous personnel they had to curtail that program through 
some instruction that came out; and just a few days later, in talking 
to the Air Force, we found they were increasing theirs so apparently 
there was a difference in understanding or application of instructions. 

Admiral Raprorp. I got the same information. 

Mr. Scrivner. I felt both services ought to be guided by the same 
instructions. 

Admiral Raprorp. Again, I am talking without a detailed knowl- 
edge of the subject, but as I understand it the question is somewhat 
controlled by the appropriations structure. 

Mr. Scrivner. It is all the same for both services. 

Admiral Raprorp. I do not know why it should happen, but I was 
told exactly the same thing you were. General Tunner was increasing, 
and the Army had orders to reduce. That is not the Department of 
Defense policy. 

~~ OstertaG. Does that result from a difference in the interpreta- 
tion 
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Admiral Raprorp. I think it got mixed up in connection with this 

question of reducing United States civilians, which was a continuing 
rogram. 

r. Minter. One explanation that we got of it was that during the 
period just before the final passage of the appropriation bill there was 
a different interpretation placed by the Army people and the Air 
Force people as to what the language of the bill might be, particularly 
with reference to accounting for counterpart funds. The Army de- 
cided to play it safe for fear the language would not be as they wanted 
it, and began firing civilians, whereas the Air Force took the view that 
Congress was going to pass the bill the way it ought to be, so they went 
ahead and hired them. It made one department go just the opposite 
direction from the other, 

Admiral Raprorp. I think that is true. 


CIVILIAN PERSONNEL 


Mr. WiceieswortH. In another table that has been furnished us I 
notice that although there has been a reduction recently in terms of 
civilian personnel, down to a figure of 1,146,892 as of December 1953, 
it appears to be that number shall increase to 
1,154,809 as of June 1954, and still further increase to 1,163,721 as of 
June 1955. 

In a general way what is the explanation for that increase, in the 
light of the decrease contemplated in the military personnel # 

Admiral Raprorv. I am not familiar with those figures, Mr. Wiggles- 
worth. Do they represent United States civilians}. 


Mr. Wicctesworrn. Well, it is entitled “Civilian ayaa mili- 


tary functions” and it is the total of graded and ungraded personnel. 
dmiral Raprorp. I am afraid that that must be mixed up with the 

use of indigenous personnel overseas. I do not have any detailed 

knowledge of that subject. However, Dr. Hannah would have. 

I did hear in a recent discussion that the figure of a reduction of 
150,000 was for overall civilians. They were talking about United 
States civilians, and it was stated that that number would further 
decrease. I just overheard that figure. 

Mr. WiceLeswortn. Perhaps we had better take that up with Dr. 
Hannah when he appears before the committee. 

Admiral Raprorv. Yes, sir. 


MOBILIZATION BASE 


Mr. Wiceteswortn. Can you tell us anything as to the status of 
the mobilization base, or should that be taken up with someone else 

Admiral Raprorp. I believe generally speaking that that should 
be taken up with either Mr. Thomas, the Assistant Secretary for 
Logistics, or Mr. Thomas and the various services. That is a very 
broad question and has lots of aspects. 


CAREER MILITARY PERSONNEL AND RESERVE FORCE PROBLEMS 


Mr. Wiceieswortu. You told us this morning off the record some- 
thing about the problem of retaining career military personnel and of 
trying to strengthen the Reserves. If it is in order I think it would 
be helpful to put something on the record about that situation. 
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Admiral Raprorp. I would like to write that up, also, and submit it, 
if I could, sir. 

Mr. Wiceiesworrn. Very well. Please include a statement in your 
remarks at this point? 

Admiral Raprorp. Remarks about the personnel situation on the 
whole? 

Mr. Wieeteswortu. Emphasizing the difficulty of retaining career 
military personnel, the difficulty of strengthening our Reserve forces, 
and any specific thoughts or suggestions you may have in either 
connection. 

Admiral Raprorp. Yes, sir. 

(The information is as follows :) 


(A) PROBLEMS FACED BY THE DEPARTMENT OF DEFENSE IN GETTING CAREER PERSONNEL 
TO REENLIST 


New and more complicated weapons have brought about an ever increasing 
demand for highly skilled technical and professional personnel to insure their 
maintenance and employment. This type personnel must be above minimum 
intelligence and be trained over a period of years. Hence, they must be procured 
from personnel who enlist and continue in the service as a career. The steady 
decrease of experienced personnel, through failure to reenlist, is one of our major 
concerns. Today, too few are willing to accept the conditions of military service 
as a career. 

Overseas deployment and lack of family housing have necessitated frequent 
periods of lengthy family separation. Take-home pay has not kept pace with the 
cost of living. Compensatory benefits, traditionally utilized by the services 
to supplement modest pay, have been substantially reduced. These include pri- 
marily : medical care, housing, purchasing facilities, and an attractive plan for 
retirement. As a result, military personnel are unable to maintain a standard of 
living which is sufficiently attractive to act as an inducement to remain in 
military service and accept its inherent disadvantages, 

These events have taken place during a time when the trend in civilian industry 
has been in the opposite direction. Pay is lucrative in industry, particularly for 
the technical skills utilized by services. There has been a remarkable improve- 
ment in the benefits afforded to civilian workers. As a result, the military 
is unable to compete with private industry. 

There are other causes for personnel not reenlisting. These have to do with 
discipline and esprit and are primarily correctable by the services. The serv- 
ices are working diligently to correct these causes. 

However, studies indicate that unless military pay and benefits are so en- 
hanced that personnel can live modestly and adequately provide for their families, 
they will not reenlist regardless of the strength of any other motives in the 
absence of total mobilization. 

In the Defense Department we find ourselves confronted with somewhat of an 
anomaly by the inadvertent encouragement extended to military personnel not 
to reenlist (this is equally applicable to officers). For example, some of the 
benefits available to veterans who served during the Korean war include muster- 
ing out pay (maximum $300), unemployment compensation (maximum $676), 
education and training (maximum $160 per month for 36 months, $5,760), job- 
finding assistance, civil-service preference, guaranteed loans, etc. In sharp 
contrast are the bonuses which we are able to offer a man as an inducement to 
reenlist. They are as follows: $40 to reenlist for 2 years, $90 for 3 years, $160 
for 4 years, $250 for 5 years, and $360 for 6 years. Thus the Government itself 
has made it more attractive to get out of the service than it is to reenlist. The 
services have spent large sums of money in training technical personnel. Since 
so much time is involved in qualifying these men in the complicated skills which 
are required today, the trained technician really becomes of value to the 
services only toward the end of his first enlistment. If he fails to reenlist, 
nearly all of this expensive training is of no value to the services. The present 
and expected low rate of reenlistment of our technical personnel is serious. I 
sincerely feel that increased inducements, possibly in the form of higher bonuses, 
are essential to retain the technicians so necessary to the maintenance of the 
highly expensive and complicated airplanes, ships, and weapons in use today. 

43960—54-—__9 
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(B) PROBLEMS FACED BY THE DEPARTMENT OF DEFENSE IN BUILDING A STRONG MOBILE 
RESERVE 


We must have a stronger Reserve than now exists. The strength of this 
Reserve must be measured not in numbers alone, but also in quality and realistic 
effectiveness. We have not been able to meet requirements for reservists either 
in numbers or in actual unit and individual readiness. 

This question of quality is difficult to reconcile with that of uniformity of 
obligation. Many persons have been properly concerned because it is the 
veteran of active duty who picks up a Reserve obligation, thus being placed 
in double jeopardy, while the man who, for any reason, does not serve on active 
duty or voluntarily joins the Reserve escapes any Reserve obligation what- 
soever. From the standpoint of equity, we should build up a nonveteran 
Reserve. The mission of the Reserve as declared by the Congress, however, 
is to provide “trained units and qualified individuals” to augment the Regular 
Armed Forces in emergency, and, realistically speaking, it is the veteran of 
active duty who is trained and qualified. The man with no active service 
cannot achieve comparable training or experience by Reserve participation 
alone. While theoretical considerations of equity point to a nonveteran Reserve, 
practical necessity demands as a minimum a Reserve with a strong nucleus 
of active-duty veterans. Men not required for active duty should not escape 
Reserve obligations, but they cannot fully replace the veteran. 

But military training and experience, like any skills, grow rusty unused. 
Present Reserve training programs cannot, in themselves, take the place of 
active service in imparting technical and practical training and experience, 
but they can and should maintain or polish the level of competence acquired 
in service. Unfortunately, however, men returning from active service are 
not voluntarily associating themselves with Reserve units nor participating in 
training. Much of this disinclination to maintain contact with things military 
undoubtedly derives from the natural feeling of the returning serviceman that 
he has had enough of military life for a while. Part stems from the bitterness 
created by the Korean war recall, when reservists were recalled for a limited 
war ahead of younger men who had never served and often who were deferred 
for dependency or other reasons not applied to the reservists when they were 
recalled. These reservists had associated themselves with the Reserve volun- 
tarily, but most of them had in mind the desire to serve again if the country 
were once more forced into an all-out war. They resented the second inter- 
ruption in their normal lives for what appeared to be less than a total emer- 
gency. Understandable as such feelings are, in the future we must secure the 
participation of a greater number of returning servicemen if we are to build 
up the vital nucleus of a strong Reserve. 

This problem, of course, brings up the question of voluntary or involuntary 
participation in Reserve training. The law now imposes on the returning 
serviceman a duty to participate, but it has not been practicable to enforce 
such participation by punititive measures. Particularly, for a man returning 
from a tour of active service in defense of his country, forced participation 
is a last resort. Enforced attendance at drills or training would lower the 
spirit and quality of Reserve units. It would, in all probability, be self- 
defeating, obtaining lip service rather than the enthusiastic and cooperative 
receptiveness vital to any training process. Still, we must obtain participation 
by more noncommissioned and petty officers. 

Availability presents another obvious problem. It does little good to have 
a paper list of reservists who would be deferred or could not be used on 
mobilization. We must insure that the Reserve to be called immediately upon 
mobilization is made up of men who are ready, trained, and actually available. 
A large number of our present reservists, especially in the officer corps, are 
World War II veterans who are becoming older and more essential in industry 
with each passing year. There must be an orderly flow of young blood to 
replace these veterans. There must also be a continuation of present pro- 
grams to remove from the Reserve men who would: not actually be available 
on mobilization. Sometimes it is not easy to tell precisely what jobs will be 
critical; industrial conversion may overnight turn the nonessential manager 
of a toy factory into the key executive of a plant contracting for bomber 
instruments. 

The Director of Defense Mobilization indicates these problems in his report 
to the President, and recommends a system of immediately callable and selec- 

tively callable reservists, with immediately callable Reserve to be made up of 
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members actually available and in a high state of training. A task force 
is currently preparing a report for the Secretary of Defense to present to the 
National Security Council, outlining proposed methods to implement these 
recommendations. 

Basically, we must determine our requirements for reservists to be “immedi- 
ately callable,” available, and trained, and for reservists to be called selectively 
thereafter. We must determine the plan for calling this “immediately callable 
Reserve,” and, together with the Department of Labor and the Selective Serv- 
ice System, assist the Office of Defense Mobilization in working out the plan for 
eallup of the “selectively callable Reserve.” 

The “immediately callable Reserve’ must contain not just numbers of men, 
but a balanced organization of experience levels, proved leadership abilities, and 
technical skills. These men, including the vital nucleus of experienced non- 
commissioned and petty oflicers, must maintain their military proficiency, and to 
do this they must currently and actively participate in Reserve training. The 
task force is preparing a training program for the “immediately callable Reserve” 
for consideration by the National Security Council. 

Training can be effective only if it is received willingly, receptively and with- 
out resentment. To secure such wholehearted participation by sufficient num- 
bers of men of the required experience and skills is our most compelling problems, 
and one which must be solved. Its resolution will require cooperation by the 
Reserve organizations and by the Congress, and an increasing acceptance by the 
public, by employers, and by the men themselves of the real need for these men 
to participate. 

ALLIED STRENGTH 


Mr. Wiceteswortu. You also told us off the record something about 
the increase in strength in our NATO allies and other allies who are 
not members of NATO. Would it be in order to put anything on the 
record in this connection, or should that remain off the record # 

Admiral Raprorp. That should remain off the record. 

Mr. Wiccieswortn. Very well. 


WITHDRAWAL OF TROOPS FROM KOREA 


Mr. Scrivner. Admiral, one of the big regrets that I have is that 
in the present world situation it is not possible for us to have included 
in the printed record many of the things which you told us yesterda 
and today, some of which are repetitious to us and some of esd 
showed a new and changing situation. If we could put these things 
on the record there would probably be less misunderstanding on the 
part of other Members of Congress, and, of course, on the part of the 
public. Many things which are done are misinterpreted. 

For instance, a question was asked Mr. Wilson the other day as to 
whether or not the bringing home of two divisions from Korea might 
not be a sign of weakness. What would be your response to a question 
like that ¢ 
: Admiral Raprorp. I took part in recommending that they come 

ome. 

Mr. Scrivner. Was it any sign of weakness? 

Admiral Raprorp. No, sir; I do not think so. 

Mr. Scrivner. In view of the discussion that has taken place in the 
columns of the press and other places, it might be well to tell as far 
as you can, without disclosing anything of a security nature, the rea- 
soning behind the move. The American public is tickled to see them 
come home, and would be quite happy if all the Americans were home. 

Admiral Raprorp. I wonder if I could discuss that first off the rec- 
ord, and then perhaps make an agreement with you as to how much 
we could put on? 
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Mr. Scrivner. Yes. It might be well just to give us a statement 
off the record and then insert in the record whatever you can that is 
possible, to give a clear explanation. 

Discussion off the record.) 
The information is as follows :) 

Under the terms of the truce agreement the United States is not permitted to 
‘increase its personnel or military equipment in Korea. For some time we have 
been assisting in the buildup of the ROK Army. At the present time they are 
in a position to utiliize the equipment which would be made available by the 
withdrawal of our two United States divisions. Thus, by withdrawing two 
of our divisions and transferring the equipment to the ROK Army, they in turn 
will be able to fully supply two more of their own divisions which have been 
organized, and at the same time the United States will have remained within 
the terms of the truce. 


WITHDRAWAL OF TROOPS FROM JAPAN 


Mr. Scrivner. Rather strangely, in Japan we were trying to wipe 
them off the face of the map and destroy all of their military poten- 
tial just a few years ago. Now we find ourselves in the position of 
being compelled to maintain American troops over there to defend 
the very country we were trying to destroy. My recollection is that 
we were told we would have to maintain a large number of troops 
there for some time. 

You probably cannot answer this question fully or even to any 
great extent, Admiral, but I would like to have, while you are here 
as chairman of the Joint Chiefs of Staff, some information on the 
situation as it relates to Japan. 

Admiral Raprorp. I would like to take this off the record. 

(Discussion off the record.) 

Mr. Scrivner. If you can put in some brief statement at this point 
it would be helpful. 

(The information is as follows :) 

As you know, the United States has a mutual-defense treaty with Japan. 
Under existing world conditions and the present state of Japanese defense 
forces it is not possible to withdraw completely from Japan at this time. When 
Japan builds up her own defensive forces to the point where she is capable of 
defending herself from attack, or if conditions of enduring and stable peace 
should ever come to that area, then we would of course be able to withdraw 
our troops. 


BUDGETS FOR 1951 AND 1955 


Mr. Forp. Admiral, I would like to have for the record a chart 
showing the budget requests for the Army, Navy, and Air Force for 
fiscal year 1951; and, for comparative purposes, the proposed budget 
service-by-service for fiscal year 1955. 

Admiral Raprorp. Is that new money or expenditures ? 

Mr. Forp. I want the new money requested in fiscal 1951 and the 
new money requested in fiscal 1955. 

(Discussion off the record.) 
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(The information is as follows :) 


Department of Defense military functions, new obligational authority—Com parison 
of President’s budget request for fiscal year 1951 and basic fiscal year 1951 appro- 
priations and President’s budget request for fiscal year 1955 


{Millions of dollars] 


Fiscal] year 1951 President’s budget request 
Appropriated (Public Law 759, Sept. 6, 1950) 
Fiscal year 1955 President’s budget request 


1 Excludes $1,108 million for Military Public Works, propesed for later transmission. 
Note.— Data furnished by Office of Assistant Secretary of Defense (Comptroller). 


MILITARY STRENGTHS, 1951 AND 1955 


Mr. Forp. I would like to have another chart showing the proposed 
manpower strength for each of the three branches of the service for 
the 2 fiscal years, 1951 and 1955. In addition, the chart should show 
a breakdown, indicating how many divisions were in the budget for 
1951 and how many divisions there would be under the 1955 budget. 
So far as the Air Force is concerned it should show the number of 
air wings, if we were using that term in the same sense, for both 
1951 and 1955. For the Navy it should show the number of ships by 
major types of ships. 

Mr. Wiccteswortn. Off the record. 

( Discussion off the record. ) 

Admiral Raprorp. I can furnish those charts. 

Mr. Forpv. That would not only be the overall personnel strength, 
but the division strength, regimental combat team strength, antiair- 
craft battalion strength, and soon. For the Air Force it would show 
the wing strength and for the Navy it would show the ship strength. 

Admiral Raprorp. Yes, sir. 

(The information is as follows: ) 


Average military strength (man-years) recommended for fiscal year 1951 and fiscal 
year 1955 in the President's budgets for those years 


ape 

cadets an Aviation 
| Total Officers Enlisted midship- eatete 
} men 


| 1, 812, 479 | 


183,832 1.319084! 5,978 | 
556, 350 
339, 82 
67, 12 


354, 
3,194,851 | 358,462 | 2, $19, 627 | 921 | 


712, 451 

220, 000 

960, 000 | 


1, 302, 400 125, 600 1, 174, 400 2, 400 
| 


630,481 | 8, 521 | 


1 Includes 244 aviation midshipmen (Naval Air College program). 
Note.— Data furnished by Office of Assistant Secretary of Defense (Comptroller). 
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Summary of major military forces and military personnel 


Major military forces June 30, 1951 | June 30, 1955 


rmy: 
Divisions 
Regiments and RCT’s 
Antiaircraft battalions 


Carrier air groups. 
Carrier ASW squadrons. 
Marine divisions 
Marine air wings 


Active aircraft inventory 


Operating aircraft 
Logistic support 


Air Force: 


Norte.— Data furnished by Office of Assistant Secretary of Defense (Comptroller). 


(Discussion off the record.) 


RESERVE PROGRAM 


Mr. Mitter. Admiral, there is one thing that has concerned many 
of us for a long while. I was encouraged to hear from the Secretary 
and from you that there are new plans under way to make use of the 
potential strength we have in all of these veterans and trained young 
men who are going back into civil life. 

I know the Reserve program is a very difficult one. I have been in 
the active Reserves myself for 37 years, and I know that there are 
many problems that confront the Defense Department in trying to 
establish a reserve program that is of the utmost value. 

It seems to me all the way along through the years we have failed 
somehow to set that up on a basis where it could be used to the best 
advantage. As of today, if you look at the broad defense picture— 
that is, the mobilization base and so forth—one of the greatest assets 
that this country has at the present time is represented by the millions 
of Americans, many of whom are still of military age, who have had 
battle experience and have had command experience and all sorts of 

I understand that in this budget there is approximately $100 mil- 
lion—which was a figure, I believe, given by one of the witnesses— 
as an increase in expenditures over the last year for the Reserve pro- 
gram in the three Departments. Has any thinking crystallized so 
that part of that potential force could be brought into a condition in 
‘which it could be utilized much more quickly than would be the case 
under the circumstances today? Has a firm program been worked 
out for the utilization of the trained Reserves? 
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Admiral Raprorp. No, Mr. Miller. The study that I have referred 
to as the “new look” is incomplete at the moment as to the Reserve 

art. We have a very intensive study under way now in the Depart- 
ment of Defense on the whole question of the Reserve program, to 
see if we cannot come up with a more realistic program in the light 
of the circumstances that we face today and the talent that we have 
available. 

Mr. Scrivner. Right in connection with that, how many experienced 
Reserve officers do you have engaged in helping in this study? 

Admiral Raprorp. I do not know offhand. 

Mr. Scrivner. The reason I ask is that too often some of the trou- 
bles we have run into have been due to the lack of understanding that 
men of the Regular service have had of the problems faced by reserv- 
ists. That is shown by the rather shocking treatment they have been 
accorded many times. So if there are not some experienced Reserve 
officers in there, who have to face these local battles and local condi- 
tions, you may get off to a bad start and find it is a problem that will 
not be worked out. 

Admiral Raprorp. That is a problem under Dr. Hannah, but IT am 
sure that long before it gets to a conclusion it will be studied in all 
its aspects. 

Mr. Sortvner. Off the record. 

(Discussion off the record.) 

Mr. Miter. I agree with you thoroughly, Admiral, that some utili- 
zation of this great number of our citizens scattered all over the coun- 
try could be made, probably very economically, and would be most 
valuable. The system of volunteer fire companies that exists all over 
this land shows that they are among the most efficient organizations 
we have as far as homefront problems are concerned. 

But the thing that concerns me is that somewhere in this Reserve 
setup we should have a second line of divisions that could be mobilized 
quickly. That would not necessarily be 6 months after D-day or a year 
after D-day. These young men come back pretty well trained. We 


have a great pr represented by these people. If a Reserve 
e 


program is to be used to the utmost it seems to me that out of all this 
great wealth of millions of Americans we ought to have somewhere 3 
or 4 divisions that we could call on on very short notice to bolster up 
the early needs. That would involve much less expense than maintain- 
ne equivalent strength in the Regular con. 

e present concept, apparently, is that first line of reinforcement is 
to be ni te from the National Guard. There you have political compli- 
cations. There is a dual role that a National Guard plays, being sub- 
ject to State control as well as to Federal control. 

It would seem to me to be highly desirable that somewhere with all 
these millions of reservists we should have 3 or 4 divisions which could 
be organized and could be combat-ready in a matter of weeks rather 
than months after an emergency developed. 

Admiral Raprorp. That is exactly the way I feel about it. I men- 
tioned the contribution to continental defense as sort of an additional 

roblem. The big problem we have to solve is how to mobilize the 
Dnited States Army’s trained Reserve very rapidly, taking into the 
service and utilizing those people you just mentioned. 
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Mr. Miter. If we have a few thousands ready to go right away it is 
better than many thousands scattered around, who would have to wait 
until they were organized. 

Admiral Raprorp. That is why I said in answer to another question 
that the next time we would not have the 3 years to build up the United 
States Army. We have to do much better than that. 

Mr. Miter. I do not profess to know the answer, sir, but I cannot 
help but feel that one of the most important problems that is presented 
to you gentlemen and the country is to make maximum use of this tre- 
mendously valuable experience we have scattered throughout our 
citizenry. 

Admiral Raprorp. That is, as I said before, Mr. Miller, a part of 
the “new look” that has not been completed. That is a part we are 
working on now. 

COMMAND STRUCTURE IN EUROPE 


Mr. Osrerrac. Admiral Radford, while I was in Europe this year 
I gained the impression that we are considerably topheavy in Europe 
so far as organization is concerned. Granted that we are a part of 
NATO, an integral part and perhaps quite a responsible part, may 
J ask: Has the “new look” insofar as organization and plans for ob- 
taining the maximum utilization of manpower is concerned considered 
in any way the situation in Europe and what the relationship it might 
have to this whole picture? 

Admiral Raprorp. Well, the Joint Chiefs of Staff, of course, are 
limited to the United States side in that respect. We have not made a 
comprehensive survey of that area yet. 

I hope we can make progress in reducing overhead not only in 
Europe but all theaters. 

Mr. Osrerrac. Frankly, I did not come back with any answer. I 
merely had that feeling. 

Admiral Raprorp. Well in Europe not all of itvis within our own 
control. You know, when you get 14 nations in a common effort you 
begin to swell the staff overhead. Everybody has to have a representa- 
tive, and then you have to have interpreters, and you really begin 
to get into a complicated command structure. 

Also, where that structure is designed for immediate use in case 
of an emergency it is a little bit different from a peacetime command 
structure. 

NATO INFRASTRUCTURE PROGRAM 


Mr. Osrertac. Admiral, right along the same line, what jurisdiction 
does the Joint Chiefs of Staff have in relationship to the NATO infra- 
structure program ; that is, where we are participants in the construc- 
tion and utilization of air bases in France, for example, where on the 
one hand the French Government is responsible for the supervision 
of that construction, projects which are supplemented by our moneys 
for the purpose of bringing such bases up to United States standards? 
Does the Joint Chiefs of Staff have any influence or jurisdiction over 
such agreements and arrangements? 

Admiral Raprorp. We work through the United States representa- 
tive on the standing group here in Washington. We can introduce 
into the NATO infrastructure program those facilities which we 
think are necessary. 
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The questions that I think are bothering you are those that are 
really handled by the NATO Council. We do not have any control 
over that action except through our representatives on the Council, the 
Secretary of State, the Secretary of the Treasury, the Secretary of 
Defense, and the United States permanent representative. 

Mr. Ostertac. What is the policy as a guide for our representatives 
on the Council in any attempt to overcome the problems involved ? 

Admiral Raprorp. I think that some of these difficulties arise from 
the arrangements, as between France, or a particular country, and 
the NATO organization. The problem of each country is somewhat 
different, depending upon the national policy. Sometimes their own 
organizational structures have been doing work of that kind. 

In some of our cases some of our early agreements, I guess, were not 
spelled out in detail. We relied on being able to adjust certain differ- 
ences of opinion without any trouble, and it has proved to be more 
difficult to do that than we thought. 

Mr. Osrertrac. The point I was trying to make, Admiral, and the 
problem that concerns me, is the fact that France as the host country 
has certain rights and jurisdictions, yet the United States is almost 100 
percent the user nation. It appears that we have had very little if 
any control over these air bases constructed largely with our money 
and used exclusively by the United States Air Force. 

Admiral Raprorp. I know you know more about that than I do. I 
did not get a chance to go into that. I heard about some of the diffi- 
culties, but I do not know what the answer is, to tell you the truth. 


JOINT CONSTRUCTION AGENCY 


Mr. Ostertac. Admiral, is the Joint Construction Agency a part 
of the organization coming under the jurisdiction of the Joint Chiefs 
of Staff or the Defense Department? Who has jurisdiction over the 
Joint Construction Agency ; do you know, offhand ? 

Admiral Raprorp. United States Commander in Chief Europe. 


EMPLOYMENT OVERSEAS OF COMMUNISTS 


Mr. Osrerraa. In connection with one particular place, namely 
Chateau Reoux in France, one of the disturbing situations there is the 
large employment of Communists by the United States. I have been 
led to believe that something has been done to reduce the potential 
danger that exists, yet I am wondering whether we have gone far 
enough to forestall any catastrophe that might arise as a result of the 
employment and utilization of indigenous Communist personnel in 
such places as Chateau Reoux. Has that been a subject of concern 
with the military? 

Admiral Raprorp. Of course, it is one of the difficulties that I men- 
tioned in connection with the discussion of the utilization of indige- 
nous personnel. Where they are in jobs that are at all directly con- 
nected with security we have to see that they are properly screened. 
That screening process in a foreign country is difficult. It is one of 
the things that prevents us from making more rapid progress in the 
use of indigenous personnel. 

Mr. Osrerraa. It is my understanding that the screening is per- 
formed by the French Government itself. 
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Admiral Raprorp. Well, I think we have a further responsibility, to 
suit ourselves. 

Mr. Osrerrac. I do, too. At Chateau Reoux I was informed that 
while we have 6,000 Air Force personnel, that number might be re- 
duced to about 3,500 with the additional use of indigenous personnel 
if they had authority to go ahead with such a program, but there is 
an added problem involved. This facility is a perfect example of 
where you can reduce your military manpower with the utilization 
of indigenous personnel, but it also offers this problem: By the in- 
crease in indigenous personnel do we automatically increase Commu- 
nist employment? You have two problems. I grant you that it is 
serious. It has concerned me congidueabiy since I have been there. 

Admiral Raprorp. I do not know the answer in that particular in- 
stance, but I did talk to General Tunner at some length. He =. 
ently had pretty much carte blanche authority to go ahead with the 
hiring of indigenous personnel when he could get the right kind. That 
was his stated objective. 

But he was also concerned about the security aspects of the problem, 
and he was not sure just how he was going to lick that. But he was 
well aware of it. 

Mr. Osterrac. Will we have additional information on this subject 
at some future date? I hope that we shall be advised as to the steps 
taken to correct these dangerous and unsound conditions. 

Admiral Raprorp. I would say perhaps the Air Force could give 
you the latest information on how they are handling that problem. 

hey must have, or could get, the latest information on it. 

r. OsterraG. Thank you very much, Admiral Radford. That is 
all, Mr. Chairman. 


BASIS AND FORMULATION OF BUDGET 


Mr. Hruska. Admiral, a year ago we considered a budget which 
was formulated after a large reduction had been made in one of the 
forces. During the discussion of that budget on the floor as well as 
elsewhere, one of the criticisms directed against it was that in the 
opinion of some, the budget for the three forces was scanned, and 
the one with the largest amount of money was seized upon for reduc- 
tion, because the por and moving force in the minds of those who 


wanted to make t 
dollars. 

Thereupon, after that had been done, the critics continued, reasons 
were searched for trying to rationalize the conclusion which was 
reached and the reduction which was made. 

As a result, there was a lot of discussion as to how the budget was 
formulated. Now, I think it would be of interest certainly to me 
here and I think to the other Members on the floor, when this new 
look comes up for discussion, to know how the study for the new 
look was conducted by the Joint Chiefs of Staff, how it was later 

rocessed, and how it ripened into its present status here, which, as 

understand it, forms the basis of our present budget, particularly 
with reference to the division of the budget allocations among the 
three principal branches of the military services. 

Will you be kind enough to outline this general study and process- 
ing—not necessarily too much in detail—but largely to negative the 


e budget which resulted was to reduce it in size in 
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idea that there was a preconceived notion which occupied the minds 
of those who were in charge, and that then all actions were made 
toward that reenagaite notion. Now, what is the fact in that 
regard? Could you enlighten us on that subject? 

Admiral Raprorp. I would like to first attempt to do so off the 
record, 

(Discussion off the record.) 

Mr. Hruska. What I would be interested in is some relation of that 
for the record so it could be referred to and so there would be some 
narration by an authorized representative of the Joint Chiefs of what 
action was taken and what approaches they used. 

Admiral Raprorp. I know that. I was going to try to give for the 
record a description of the new look in terms I thought would be 
compatible with security. 

Mr. Hruska. Will that include the mechanics of this origin and its 
processing to the point of adoption ? 

Admiral Raprorp. I can include that. 

(The information requested appears on p. 120.) 


“NEW LOOK IN MILITARY PLANNING 


Mr. Manon. Some one has made a reference to the transformation 
of the phrase “new look” from low skirts to high military strategy. 

Mr. Suerrarp. As long as you are groping for a title, do you think 
that it would be apropos to use the word “whack-back” budgets? 

Mr. Manon. If we should be attacked by the enemy the Secretary 
of Defense said we would whack-back, so Mr. Sheppard has suggested 
this is a whack-back budget. 

Mr. SuepparD. I am merely interjecting that as a thought. One 
name would be as applicable as the other. Whack-back has some 
reverse English on it, according to my interpretation. 

Mr. Scrivner. More people can understand “whack-back” better 
than “retaliatory.” 

Mr. Manon. in connection with the new look, I have come across 
a statement approximately as follows: What concerns some people at 
the moment is the fact that we have in effect told our enemies what 
kind of aggression to start inthe world. It is said our enemies could 
place us in such a position that we might not be able to deal effectively 
with such an aggression short of all-out retaliation, which could lead 
to world war III. 

In other words, some people are arguing that our new conception 
of defense tends to place us in a position where we could not very well 
put out small fires and fight small wars, but would give us approxi- 
mately the one and only alternative of striking at the enemy in such 
a way as to precipitate world war ITI. 

I do not make my point very clear, but I believe that you know what 
Tam talking about. Will you comment on that ? 

Admiral Raprorp. Yes, I read that. All I felt was that my efforts 
to explain the new look in public apparently had failed; the speeches 
which I had given on three different occasions, had not been read. 

Mr. Manon. What I want you to do is to comment on the idea to 
which I have referred. You can correct your remarks in any way 
you want. 
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Admiral Raprorp. I have said that we have two basic military 
requirements to meet in connection with the new look; one, we must be 
ready for tremendous retaliatory blows in the event of a global war. 

Mr. Manon. Yes. It is admitted by the critics that we are probably 
able to strike the big retaliatory blow. 

Admiral Raprorp. Yes. 

Mr. Manon. But the complaint is what can we do about the small 
fires when we think that we should not strike the big retaliatory blow? 

Admiral Raprorp. The second major requirement is that we must be 
ready for lessor military actions short of all-out war, such as the 
Korean war. 

Mr. Manon. In other words, as you conceive this new look, or pro- 
gram, we will be able to deal with limited aggression as well as an all- 
out conflict ? 

Admiral Raprorp. That is our hope. I would rather cover the way 
we hope it will be done in the new look answer I am going to prepare 
for Mr. Scrivner’s question. 

Mr. Manon. In preparing your statement, it would be all right to 
concentrate your best thinking in response to the question that Mr. 
Scrivner asked you. There is no use to elaborate too much on the 
question here if your views are elsewliere expressed in these hearings. 
1 just want to be clear as to what your thinking is. 

Admiral Raprorp. I would like to answer that off the record. 

(Discussion off the record.) 


APPROVAL OF 1955 BUDGET 


Mr. Manon. Does the military budget which is before this committee 
meet with your unqualified approval ? 

Admiral Raprorp. Yes. 

Mr. Manon. You are familiar with the essential features of it? 

Admiral Raprorp. I am familiar with the essential combat forces 
that it supports. 

Mr. Manon. And you firmly stand behind this budget and this pro- 

am ? 

Admiral Raprorp. Yes. 

Mr. Manon. Do you think it could be safely reduced by the Con- 
gress to the extent of $1 billion or more? TI realize that you have not 
gone through every figure. You may supply an answer for the 
record. 

(The matter referred to follows:) 

Since the Joint Chiefs of Staff make recommendations only on what are called 
above-the-line forces, that is, major forces such as the numbers of divisions, 
warships, and wings, I would certainly not consider myself the expert to answer 
a question involving specific amounts of money. However, I would like to say 
that I do agree on the above-the-line forces which this budget will support and 
on which it is largely based. If this reduction in money correspondingly in- 


volved a reduction in the above-the-line forces for which it now provides, then my 
answer would be “No.” 


ANTISUBMARINE WARFARE 


Mr. Manon. In my opinion, in the long pull, if we should get into 
a global war, the threat of atomic bombing of the United States would 
hardly be less than the threat of enemy submarines to the successful 
prosecution of the war. I would like to know what priority you give 
to antisubmarine warfare in this budget and in the overall program. 
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Admiral Raprorp. We give extremely high priority to that antisub- 
marine campaign. 

Mr. Manon. Is there anything you can effectively do that you are 
not doing to make that program produce results? 

Admiral Raprorp. No, sir; I do not know of anything. I have just 
come from over 4 years as commander in chief of the Pacific and I 
would say that over half of my time was devoted to the antisubmarine 
problem, and planning and trying to design ways and means of im- 
proving our capabilities of defeating an enemy submarine threat in 
the event of war. . 


VULNERABILITY TO ATOMIC ATTACK 


Mr. Manon. The American public is attracted to the spectacular 
possibility of an atomic blitz. Everybody thinks in those terms, and 
the people who work in those fields must have the consciousness there 
is a lot of public momentum behind them in their undertaking, but 
I do not think that same thing exists with antisubmarine warfare. I 
was just wondering if there is a tendency among the people who work 
in this field to more or less do the best they can along routine channels 
without striving and pushing in every possible way to get the answer. 

Admiral Raprorp. I would like this answer off the record. 

(Discussion off the record.) 

Mr. Manon. If a Member of Congress goes to his district and makes 
a speech and yields for questions, which many Members do, one of the 
very first questions that the audience will ask is, “Congressman, how 
vulnerable is this country to an atomic attack ?” 

That is the question that Congress is interested in and the country 
generally. 

What can you say about our vulnerability to atomic attack? I am 
not saying there is probability or the likelihood of an atomic attack, 
but my question is how vulnerable would we be if someone in his fool- 
hardiness, shall we say, should undertake an atomic attack? 

Admiral Raprorp. I would like to answer that off the record. 

Mr. Manon. On the other hand, if you could say something on the 
record that would be appropriate, I think it would be good. 

My point is, in World War IT, 95 percent of our bombers got through 
to their targets, I believe. That is a conservative figure. Well, if we 
should be attacked today, could 95 percent of enemy bombers, under 
favorable conditions, get through perhaps on a one-way raid? I am 
trying to get some kind of overall estimate. 

Admiral Raprorp. Off the record. 

(Discussion off the record.) 

Mr. Manon. I would like for you to discuss the degree of vulnera- 
bility of this country to atomic attack, what the possibility would be 
of enemy planes getting through to their targets, and so forth, in the 
event of an all-out emergency. I realize that you will have to use dis- 
cretion in putting certain information on the record. 

(Discussion off the record.) 

Mr. Suepparp. Admiral Radford, I have been privileged to sit on 
this committee for a good many years. I have listened to your state- 
ment and to the later comments that you have made both on and off 
the record pertaining to the budget and the military requirements, 
pe domestic and international, with a great deal of personal satis- 

action. 
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I feel that I have been permitted to participate in the confidence of 
your office to a greater degree at this particular session than I have 
ever been heretofore. I realize the position you are in because you 
are entrusted with the complicated analysis of the entire international 
picture. I also appreciate the fact that due to those conditions you 
pilot yg have to request, time after time, to make your answers off the 
record. 

Your presentation has been splendid and I think that you have 
given the committee, or at least it is my interpretation that you have 

iven the committee, an answer to everything that they have requested. 
use of that I am very grateful. 

I have known you over a long period of years and I feel that you are 
accepting the responsibility of your present office and that you have a 
definite understanding of all its concepts. I have a wholesome re- 
spect for your ability and the presentation that you have made. 

Because of the interrogation that has taken place, plus the voluntary 

statements that you have made, I am not required to make any further 
interrogation at this time. 
_ Mr. Scrivner. Do you not feel also, Mr. Sheppard, there has been 
a great deal of reassurance from the manner in which the whole pro- 
gram has been presented—the clarity of the answers and the straight- 
forwardness ? 

Mr. Suerparp. I would have to answer that, Mr. Scrivner, upon the 
following premise: Reassurance is vested in the individual concept of 
the presentation made, and we are all entitled to our own impressions. 
Of course, I do feel a greater degree of security from the way that 
Admins! Radford has made his presentation than I have felt hereto- 

ore. 

Mr. Scrivner. That is substantially what I had in mind. 

Mr. Sixes. I share the confidence that my colleagues have expressed 
in you, Admiral Radford, and I am glad I could hear the presentation 
you have made to the committee and to hear your responses to the 
questions that have been asked. I think it has been a reassuring pres- 
entation. It has many admirable and desirable points. There are 
some questions, however, which disturb me. 


MOBILE READINESS 


I wish that you would tell me, Admiral, just what is meant by a 
state of mobile readiness that involves new concepts of military 
preparedness. I have been listening with much interest but I am 
not sure that I understand all that is involved by that term. 

Do you mean a larger concentration of our troops here at home 
where they can be moved quickly to new danger spots, or does it 
include something bigger and more significant than a simple re- 
arrangement of the troop strength ? 

Admiral Raprorp. I would like to answer that question off the 
record, if I may. f 

(Discussion off the record.) 
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BASIS FOR NEW LOOK IN MILITARY PROGRAM 


Mr. Sixes. Do I understand that the new look we have been dis- 
cussing is based to a considerable extent on the use of atomic weapons ¢ 

Admiral Raprorp, I would like to answer that question off the 
record, 

(Discussion off the record.) 

Mr. StKes. Are we not taking a deliberate and calculated risk 
that there will not be an attack during this period that you have 
diseussed ¢ 

Admiral Raprorp. We are not taking any risk because we are try- 
ing our best to increase the ground strength in Western Europe. 

Mr. Srxes. It should be quite obvious it is going to take consider- 
able time to increase that strength significantly, particularly if we 
are waiting for the development and inclusion of German units. 

Are we gambling that there will not be an attack during that period 
of building of EDC or other European groundtroop units. 

Admiral Raprorp. No; we are not gambling on that. We are not 
reducing our forces over there. 

Mr. Sixes. But you are proposing a reduction in the total size of 
our forces. 

Admiral Raprorp. Do you mean in the United States? 

Mr. Sixes. This budget proposes a substantial reduction of Army 
and Navy strength over a period of the next 2 years. 

Admiral Raprorp. Very little this year. 

Mr. Sr«es. It has been stated it is going to take 2 years to develop 
a German army even after it is given approval and no one knows 
when that will be. The planned reduction of American forces will 
leave us within 2 years with materially reduced ground and naval 
strength. No one has shown a corresponding reduction in Red forces 
or a diminished threat to world security from communism. I think 
you may be inviting trouble by taking this risk. 

Admiral Raprorp. We also have not planned our reduction beyond 
1955. We have made no firm estimate of the picture beyond fiscal 
year 1955. 

Mr. Sixes. But you are proposing to cut American forces by nearly 
half a million men by 1955. 

Admiral Raprorp. I do not think it is quite that large. 

Mr. Sixes. What is the figure ? 

Admiral Raprorp. I think about 300,000 total. 

Mr. Srxes. The overall figure is misleading because the reduction 
in Army and Navy forces will be accompanied by a buildup of the 
Air Force. 

I fear there will be a dangerous gap there between the reduction in 
our forces and any possibility of a buildup in Allied strength. Ap- 
parently you do not share that apprehension. 

Admiral Raprorp. I feel, all things considered, this is the best plan 
we could work out and that we are adequately taking care of the 
foreseeable future in the best way we can. 

Mr. Sixes. Is is planned during the period of the next 2 years to 
maintain the industrial mobilization capacity that has been built up 
over the last 2 or 3 years, at such great expense / 
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Admiral Raprorp. I must answer this question by stating that this 
subject is not directly within my jurisdiction. I understand that Mr. 
Thomas, the Assistant Secretary of Defense for Supply and Logistics, 
in whose province the matter more properly lies, will appear before 
this subcommittee within the next fev days, and I would prefer to 
let him answer this. 

Mr. Srxes. I have a number of additional questions, but I see that 
the hour is late. I will withhold them until another committee 
meeting. 

Mr. SN Thank you very much, Admiral Radford, for 
a very fine presentation. 


Tuorspay, Frepruary 4, 1954. 
RESEARCH AND DEVELOPMENT 
WITNESS 


DONALD A. QUARLES, ASSISTANT SECRETARY FOR RESEARCH AND 
DEVELOPMENT, DEPARTMENT OF DEFENSE 


Mr. Wiceieswortu. The committee will come to order. 

We have with us this morning the Assistant Secretary of Defense, 
Mr. Quarles, who is charged with the responsibility of research 
and development. 

I understand that he has a statement for the committee. 

We will be very glad to hear from you, Mr. Secretary. 


GENERAL STATEMENT 


Mr. Quartes. Mr. Chairman and members of the committee I ap- 
preciate this eppaninnse: tp present to you some information re- 
panding Department of Defense research and development and the 

udget proposed for fiscal year 1955. Since I am appearing before 
you for the first time and since I hold a new position in the Depart- 
ment of Defense, I thought it would be helpful to give you a brief 
statement regarding my background and experience, to outline my 
responsibilities as Assistance Secretary of Defense for Research and 
Development, and to explain the kind of organization that I have 
established. Finally, I should like to give my views on defense re- 
search and development and the budget for fiscal year 1955. 

After this portion of the presentation, on the the record, 1 would 
like to tell you, off the record, something about the support of research 
and development in various technical fields and to give you some idea 
of the accomplishments which have resulted in recent years from re- 
search in these fields. 

Since representatives of the military departments will appear be- 
fore you at a later date to provide additional detail and justification 
for the individual research and development portions of the budget, 
I shall confine my presentation to the broader aspects of the program. 
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BACKGROUND OF SECRETARY 


Briefly, my background is as follows: I was born in Van Buren, 
Ark., in 1894. I attended high school there, later attended the Uni- 
versity of Missouri and then Yale University where I received a 
bachelor of arts degree. In May 1917 I enlisted in the Army and 
after 2 years in France and Germany was discharged with the rank 
of captain in Field Artillery. When I returned to civilian life in 1919 
I was employed by the Western Electric Co. in New York City in the 
engineering department which became the Bell Telephone Labora- 
tories in 1925. While at the Bell Telephone Laboratories I took some 
graduate work at Columbia University in theoretical physics. I 
served with the Western Electric Co. and the Bell Telephone Labora- 
tories for 34 years in various engineering and executive positions. I 
was vice president of Bell Telephone Laboratories from 1948 to March 
1, 1952, when I became vice president of the Western Electric Co. and 
president of Sandia Corp., a Western Electric subsidiary which op- 
erates the Sandia Laboratory in Albuquerque, N. Mex., for the Atomic 
Energy Commission. 

Mr. Manon. It seems to me that you have a very excellent back- 
ground. The Government is fortunate to have a man with your back- 
ground and experience in the present position that you occupy. 

Mr. Quarters. I appreciate that. 1 am tremendously interested in 
what I am doing. 

In addition to this military and industrial experience I have been 
associated with Government research and development activities on 
a consultant basis since 1946. In that year, I was appointed a mem- 
ber of the Electronics Committee of the Research and Development 
Board. I was chairman of this Committee from 1949 until the termi- 
nation of the Research and Development Board last year. I resigned 
as vice president of Western Electric Co. and president of the Sandia 
Corp. on September 1, 1953, in order to take the position of Assistant 
Secretary of Defense (Research and Development). 


RESPONSIBILITIES OF ASSISTANT SECRETARY OF DEFENSE FOR RESEARCH 
AND DEVELOPMENT 


I am submitting a copy of the directive from the Secretary of De- 
fense which describes in detail my responsibilities as Assistant Sec- 
retary of Defense (Research and Development). Briefly stated these 
are: 


(a) To advise the Secretary of Defense on the research and de- 
velopment aspects of the Department of Defense policies, programs 
and plans, including capital and operating budgets. 

(6) To assure that there is a sound and integrated research and 
development program in the Department of Defense. 

(c) To make certain that the research and development program is 
geared closely to current strategy. 

(d) To assure close coordination with all Government and non- 
Government organizations on all research and development that 
might affect national defense. 


(Note.—The directive above referred to may be found on p. 147.) 
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ORGANIZATION AND PROCEDURE 


In establishing an organization to assist me in performing my as- 
signed functions and in establishing operating procedures, I have 
borne in mind three cardinal principles. First, that imaginative 
and constructive leadership should be provided at the Secretary of 
Defense level to insure the most effective research and development 
program. Second, that the military departments should be given max- 
imum responsibility for their research and development programs 
and the maximum latitude in planning and organizing them under 
the direction of the Secretary of Defense. Third, that the best pos- 
sible use should be made of the technical advice and assistance from 
our national scientific and engineering resources. 

Exclusive of the Weapons Systems Evaluation Group which I will 
treat separately, my organization comprises three major elements: A 
Research and Development Policy Council, military coordinating com- 
mittees, and civilian advisory panels. 

The Policy Council advises me on major overall policy. Its mem- 
bership includes my deputies and the Assistant Secretary and senior 
military officer having cognizance over research and development 
affairs in each department. 

The research and development program has been divided into 13 
areas of manageable size and a military coordinating committee has 
been established to cover each of these areas. These coordinating com- 
mittees consisting of representatives of the military departments, of 
my office, and of the offices of the other Assistant Secretaries as appro- 
priate, are charged with the planning, interdepartmental coordination, 
and administration of the programs in their respective areas. They 
are responsible for taking action with the understanding that dissents 
within the committees will be referred to me for adjudication. 

Both the Policy Council and coordinating committees are now oper- 
ating. In fact, they have assisted, to the extent that time permitted, 
in the consideration of the fiscal year 1955 budget. In addition I am 
in the process of establishing technical panels of consultants appointed 
from among outstanding scientists and engineers in the dozen or so 
areas of technology. From these panels, groups will be drawn for the 
study of designated problems or programs and for technical advice 
and assistance to the coordinating committees, the military depart- 
ments, or the Department of Defense in their administration of the 
program. Such advisory panels will be asked to report their findings 
and, particularly, any dissents they may have from the technical 
plans and programs of the departments, so that I may take appro- 
priate action. 

Although the funds for the operation of my office are contained in 
the appropriations for the Office of the Secretary of Defense, which 
will be presented to you at a later date, I thought you would be inter- 
ested to know that the budget for pe fhe aengrenens, excluding the 
weapons systems evaluation group, is about one-tenth of 1 percent of 
the budget for research and development in the Department of De- 
fense. For fiscal year 1955 I plan to have a staff of 165 full-time em- 
ployees, including 25 military officers. This compares with a Research 
a Development Board peak of 343 employees. 
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There is another very important organizational unit, the weapons 
systems evaluation group which reports administratively to the Secre- 
tary of Defense mee 4 my office. This group, headed by Lt. Gen. 
Geoffrey Keyes, is charged with performing systems studies and opera- 
tions analyses appropriate to the needs of the Joint Chiefs of Staff and 
of the Office of the Secretary of Defense. The WSEG planned budget 
for fiscal year 1955 is approximately $600,000 with 72 full-time 
employees. 

DEFENSE RESEARCH AND DEVELOPMENT 


As you gentlemen are well aware, the determination of how much 
research and development is needed to support our defense program is 
a most difficult one. We have sometimes assumed that we have a com- 
fortable technological margin over the Communist world and that this 
could be counted on to offset a heavy numerical disadvantage. What 
we know of the general standard of living and the level of the civilian 
economy in the Communist countries certainly supports this view. 
We must recognize, however, that they are willing to devote a much 
larger fraction of their gross national product to military purposes 
than we would consider proper over the long pull and that their rate 
of technical growth is very rapid, particularly in military-related 
fields. The widely publicized Russian atomic experiments last fall 
are one example of the progress they are making. Another is their 
rapid buildup in technical manpower. It is estimated that the U. 8. 
S. R. is currently turning out over twice as many engineering gradu- 
ates as the United States. 

We must realize that in the event of war in this atomic age the 
time between the onset of aggression and widespread destruction will 
be so short. that we cannot delay development of new weapons until 
the enemy strikes. The weapons required to wage war must be con- 
ceived, developed and integrated into our defense system prior to the 
start of hostilities. 

‘It seems perfectly clear that we must have a vigorous defense re- 
search and development program to insure that we keep our weapons 
ahead of those of our potential enemies with the hope that by being 
so equipped we can prevent war or in the unfortunate event of war we 
can minimize our losses and speed our victory. 

I believe that the funds requested for research and development in 
the fiseal year 1955 budget if spent wisely should provide adequate 
support for such a program. 


FISCAL YEAR 1955 BUDGET 


Funds provided in the fiscal year 1955 budget for research and 
development in the Department of Defense itself as recorded on this 
summary sheet, which was prepared by Mr. McNeil’s office, total 
$1.352 billion of new obligational authority compared with $1.390 
billion of new obligational authority appropriated by the Congress 
in fiscal year 1954, and $1.586 billion in fiscal year 1953. These 
amounts given on Mr. MeNeil’s summary include both the direct costs 
included in research and development appropriations and subappro- 
priations and indirect costs which support research and development 
stations which are included in maintenance and operations and other 
appropriations. These indirect costs include such items as payment of 
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salaries of guards and maintenance men; purchase of general purpose 
equipment and supplies; and part of the general station overhead at 
stations where research and dirsle oment is conducted. Within the 
Department of Defense, I review in detail only the direct research and 
development costs, and, hence, the rest of the figures which I will give 
you pertain only to these direct costs. The new obligational authority 
requested for direct costs in fiseal year 1955 is $1.210 billion, compared 
with a total appropriation of $1.238 billion in fiscal year 1954 and 
$1.475 billion in fiscal year 1953. Expenditures in fiscal year 1955 are 
to be controlled so as to be no more than $1.210 billion, compared with 
an estimated expenditure for fiscal year 1954 of about $1.300 billion. 

Distribution of the funds among the 3 departments and joint 
agencies is as follows: 


Army, $329 million 
Navy, $389 million__ 
Air Force, $428 million 
Joint agencies, $29 million 
Emergency fund, $35 million 

The joint agencies in the Department of Defense which receive re- 
search and development money are the National Security Agency 
which deals with aga matters, the Armed Forces Special Weapons 
Project which deals with atomic weapons development and tests, and 
the Armed Services Technical Information Agency which collects, 
catalogs, and distributes research and development information. 
Estimates for these agencies are actually included in the Army and 
Air Force budgets. 

Based on past experience and present plans it is believed that about 
33 percent of the fiscal year 1955 funds will be spent in the Defense 
Department and other Government laboratories; 57 percent in indus- 
trial organizations; and 10 percent in universities, colleges, and other 
nonprofit organizations. This represents approximately the same dis- 
tribution as in fiseal year 1954. 

As you probably have all noted there is included in the fiscal year 
1955 budget this year as appendix H on page 1157, an analysis of 
research and development supported by the Federal Government. A 
large percentage of the amounts listed there for research and develop- 
ment for the National Advisory Committee for Aeronautics and the 
Atomic Energy Commission although included in their own budgets 
could be considered as directly supporting the defense mission. In 
addition a number of the other Government agencies are undertaking, 
because of their experience and special qualifications, research and 
development tasks for the Department of Defense with funds trans- 
ferred from the Department of Defense. Hence, in order to avoid any 
undesirable duplication of effort and to insure that we are receiving 
full benefit from the results of other departments’ programs infor- 
mation has been exchanged and programs coordinated with those 
agencies prior to the preparation of the fiscal year 1955 budget. 

A good example of coordination and information exchange between 
the Department of Defense and another Government agency is the 
operation of the Air Navigation Development Board. This Board, 
composed of representatives of the Department of Commerce and the 
Department of Defense, is responsible for the development of a system 
of aids to air navigation and traffic control which will meet the com- 
mon needs of civil aviation and military nontactical air operations. 


Percent 


147 


Although basic research is a very small part of the Department of 
Defense total I would like to say a few words about it. The National 
Science Foundation has been given primary responsibility for the 
governmental support of general purpose basic research; that is, for 
research that promotes the general national welfare but is not directly 
related to the mission of one of the other executive ee. In 
view of this policy it is the intent of the Department of Defense to re- 
strict its support of basic research to those fields which seem to have 
a high probability of providing useful results to the missions of de- 
fense. In preparing the fiscal year 1955 budget it was decided that 
basic research projects totaling $3 million which had been planned in 
the Department of Defense could more logically be supported by the 
National Science Foundation and, hence, were eliminated from the de- 
fense program. I have testified at the hearings on the National 
Science Foundation budget in support of an increase in their program 
for that amount. 

While it is difficult to define the boundary between basic and applied 
research present plans allocate less than 2 percent of the total Depart- 
ment of Defense research and development funds to contracts clearly 
in the basic research area. 

I would now like to go off the record to give you some further break- 
down of the fiscal year 1955 requests and to tell you some of the signifi- 
cant results from the program during the past year. 


November 12, 1953 
No. 5128.7 
DEPARTMENT OF DEFENSE DIRECTIVE 


Subject: Responsibilities of the Assistant Secretary of Defense (Research and 
development ) 

Pursuant to the authority vested in me by the National Security Act of 1947, 
as amended, and by Reorganization Plan No. 6 of 1953, the Assistant Secretary of 
Defense (Research and Development), whose position has been established by 
Department of Defense directive No. 5105.1, dated June 30, 1953, shall, in addi- 
tion to such responsibilities as may be hereafter assigned, have the following 
responsibilities : 

1. Providing advice and assistance to the Secretary of Defense and his staff 
on research and development aspects of Department of Defense policies, plans, 
and programs. 

2. Developing policies and establishing procedures for effecting a sound and 
integrated research and development program in the Department of Defense ; for 
assuring that the Nation's best scientific and technical talents are applied to 
planning and prosecution of military research and development programs; for 
assuring interchange of research and development information among the mili- 
tary departments; and for assigning specific responsibilities to the various mili- 
tary departments for research and development programs in cases where it ap- 
pears that unnecessary duplication will be eliminated, efficiency promoted or 
economy achieved by such action. 

3. Insuring effective implementation of established Department of Defense 
policies, plans, and programs in the research and development area and taking all 
necessary or appropriate action to insure that the procedures, methods, and 
practices of military departments are in compliance therewith. 

4. Insuring the interaction of research and development with strategy by 
means of continuous interchange of research and development information and 
strategic guidance at appropriate levels with the Joint Chiefs of Staff and Mili- 
tary departments; by active collaboration with the JCS in their development of 
joint strategic objectives and estimates; by advising the JCS when it seems de- 
sirable to establish joint requirements; and by providing the JCS with opera- 
tions analysis service through the medium of the weapons systems evaluation 
group. 
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5. Reviewing the proposed research and development budgets and planned 
obligations (including proposals for allocations from the research and develop- 
ment Hmergency Fund) of the departments and joint agencies and making recom- 
mendations to the Secretary of Defense for action pursuant to his authority under 
the provisions of 5 United States Code 172b and 5 United States Code 171u. 

6. Reviewing proposals for construction or expansion of research and develop- 
ment establishments as to need, adequacy, and scope; determining the relative 
urgency of such proposals; and making recommendations to the Assistant Secre- 
tary of Defense (Properties and Installations) with respect thereto. 

7. Representing or arranging for the representation of the Department of De- 
fense with other governmental, nongovernmental, and international organiza- 
tions on research and development matters of mutual interest or responsibility. 

8. Collaborating with the Assistant Secretary of Defense (Applications Engi- 
neering) in the establishment of policies and procedures to assure coordination 
between research and development and applications engineering phases. 

Where advanced technology or new art is involved, such as new electronic 
systems, research and development, as referred to herein, begins with basic and 
exploratory research and extends through successful laboratory and engineering 
field test of prototypes, together with systems analysis and evaluation incidental 
to such development. Where the art is well established, or parallels closely 
civil design, such as heavy mechanical equipment in general, research and de- 
velopment will be limited to exploratory work through the research or breadboard 
model phases and cognizance will pass to applications engineering at the stage 
where design of a military item can be undertaken. 

The responsibility for projects in borderline cases will be decided by the As- 
sistant Secretary of Defense (Research and Development) and the Assistant 
Secretary of Defense (Applications Engineering). 

9. Collaborating with the Assistant Secretary of Defense (Comptroller) in— 

a. Developing guidelines and planning assumptions for the preparation of 
research and development budgets. 

b. Formulating policies and criteria for release of emergency funds for 
research and development purposes. 

¢, Establishing requirements for budget and obligation information on 
research and development programs. 

10. Collaborating with the Assistant Secretary of Defense (Manpower and 
Personnel) in the— 

(a) Development of policies regarding research on selection, classifica- 
tion, assignment, training, and utilization of personnel, and 

(b) Consideration of problems related to scientific and technical man- 
power needs of the Department of Defense research and development pro- 
gram. 

11. Collaborating with the Assistant Secretary of Defense (Supply and 
Logistics) in— 

(a) Developing contractual policies and procedures affecting research and 
development, and 

(6) Considering the interaction of research and development and procure- 
ment and distribution of materiel. 

12. Collaborating with the Assistant to the Secretary of Defense for Atomic 
Energy in establishing policies, and with the Atomic Energy Commission on pro- 
cedures, to assure that AEC and DOD phases of research and development pro- 
grams directed toward military applications of atomic energy are imaginatively 
conceived and properly coordinated to develop the maximum military potential 
in this area. The direct consultative arrangements required for such coordina- 
tion shall have due regard for the statutory functions of the Military Liaison 
Committee. 

13. Collaborating with the Assistant Secretary of Defense (Health and Medi- 
cal) in development of policies and review of medical-research programs of the 
military departments. 

14. Collaborating with the Director, Office of Special Operations, on research 
and development aspects of psychological warfare and the national intelligence 
effort. 

15. Collaborating with the Assistant Secretary of Defense (International 
Security Affairs) on scientific and technical aspects of international security 
affairs. 

The Assistant Secretary of Defense (Research and Development) is hereby 
delegated the authority to obtain such reports and information from the mili- 
tary departments as are necessary to carry out his responsibilities and is author- 
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ized to request the military departments to issue the necessary directives to ob- 
tain such reports and information. 

In the performance of these functions, the Assistant Secretary of Defense ( Re- 
search and Development) will, to the extent practicable, utilize the advice, assist- 
ance, and appropriate facilities of the military departments. Such utilization 
shall not, however, be so construed or so utilized as to circumvent the established 
command channels through the Secretaries of the military departments for the 
formal communication of approved policies, plans, or other directives. : 

Directives recommended by the Assistant Secretary of Defense (Research and 
Development) which intend to change established policies or procedures or to 
establish new policies or procedures will be signed upon approval by the Secre- 
tary or Deputy Secretary of Defense and their implementation will be accom- 
plished by the Secretaries of the military departments or their designated 
agents. 

Department of Defense Directive 5128.7, dated May 5, 1952, charter of the 
Research and Development Board, is canceled and all other directives or memo- 
randa or parts thereof, to the extent they are inconsistent with the provisions 
of this directive, are modified accordingly or rescinded, as appropriate. 

C. E. WILson, 
Secretary of Defense. 


I think, Mr. Chairman, that covers the background of my job. I 
might now go off the record and discuss some of the lines of work. 

(Discussion off the record.) 

Mr. WiccLesworru. Now, Mr. Secretary, as I understand it, your 
office is a brandnew office which has been set up to take the place of 
the old Research and Development Board ¢ 

Mr. Quartes. That is right, sir. 


PERSON NEL 


Mr. WiceLesworti. Your report indicates, as I understand it, that 


you now have personnel in your particular office of about 165, of which 
25 are military officers, as compared with a force in the old Research 
and Development Board of 343; is that right? 

Mr. Quartes. These 165 are my 1955 level. I have not quite gotten 
down to that. I am in the process. I am in the 200 range now and 
in the oe of gradually working down. 


Mr. Wie6Lesworrn. And that figure will compare with the figure of 
343 which previously staffed the Research and Development Board ? 

Mr. Quarves. At its peak; yes. 

Mr. WiceteswortH. Should the personnel of the Weapons Systems 
Evaluation Group be included for comparative purposes? 

Mr. Quartes. I think they should not. 

Mr. Wiccteswortn. That was never in the Research and Develop- 
ment Board ? 

Mr. Quarters. No. In fact, it has only recently been made a part 
of the Research and Development Office. 

Mr. WiccLeswortn. You refer to the Policy Committee, the military 
coordinating committees, and the advisory panels. 

How many people are there in the Policy Council? 

Mr. Quar.es. There are 2 representatives of each of the 3 De- 
poameret. At the present time there are 2 representatives of my 

epartment because I have only 1 deputy, so there are at the present 
time 6 from the departments and 2 from my Department, which 
makes 8, and a representative of the Marine Corps will sit in, making 
the total 9. 
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As I expect to add 1 or 2 additional deputies, in my own office, I 
think 12 is a fair upper limit for the number. 

Mr. Wicctesworru. They are all within the Government service? 
There are no people from civilian life in that picture? 

Mr. Quartes. That is right. 


AREAS OF RESEARCH AND DEVELOPMENT 


Mr. Wice.esworta. Now, you say that the research and develop- 
ment program has been divided into 13 areas of manageable size and 
that you have a military coordinating committee in each one of those 
areas, 

How many people would there be on each of those coordinating 
committees ¢ 

Mr. Quarues. They vary somewhat according to the subject matter, 
but a normal composition would be one from each of the three depart- 
ments having a part in the program. That would make three. There 
would be one from my own office, a chairman, and then depending 
upon the area, 1 or 2 representatives of other assistant secretaries. 
In the medical sciences, for example, we would have a representative 
from Dr. Berry’s office. Six woul be a typical number. 


Mr. WiceieswortH. All in the Government service ? 

Mr. Quarters. All in the Government service. 

Mr. WiceLeswortu. 13 areas would give you in the neighborhood 
of 78 overall. 

Mr. Quartes. Yes. They may not all be different persons, as you 
realize, so the actual number of persons involved would be quite a little 


less than the figure you arrive at that way. 

Mr. Wicetrsworru. What about the advisory panels? 

Mr. Quarters. The advisory panels are all non-Government con- 
sultants who are experts in these various fields. They are advisory 
only. They are consultants employed by the Government, either 
on a without-compensation basis, as 1s usually the case, or on a when- 
and-as employed basis, as in the case of certain university people. 

Again, the number would vary, but we would have a panel in a 
broad area such as electronics that might run as high as 50 or 60 people 
subdivided into groups that are expert in radar, communications, 
infrared, countermeasures, and so on. 

Mr. Wiceteswortn. The 50 or 60 would be in an important field and 
in a less important field there would be perhaps a dozen? 

Mr. Quarters. Yes, something of that kind. 

Mr. Wicereswortn. I would appreciate it if you would insert at 
this point in the record the list of the 13 areas, and then furnish, not for 
the record, but for the confidential use of the committee, a statement 
which will show the character of work and the money assigned to 
each one of those fields for fiscal years 1953, 1954 and 1955. 

Mr. Right. 

(The information requested for the record follows :) 


The thirteen technical areas are as follows: 


Atomie energy Medical sciences 

Biological and chemical warfare Ordnance 

Electronics Personnel and training 

Equipment and supplies Piloted aircraft 

General sciences Special operations 

Guided missiles Tanks, land and amphibious vehicles 
Marine craft and underwater ordnance 
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Mr. Wicciesworrn. I understand that the details of individual 
projects will be taken up by each of the three services, will they not? 
Mr. Quarres. Yes. To the extent that you wish to go into them, 
they are available. 
1955 ESTIMATES 


Mr. Wicetrsworrtn. I notice, dollarwise, you tell us for the fiscal 
year 1955 you are requesting new money in the amount of $1,352 mil- 
lion, which you say compares with the funds provided for the current 
fiscal year of $1,390 million, and in the fiscal year 1953, $1,586 million. 

You state this includes so-called indirect costs, and that if we look 
at direct costs only the figures for the respective years are $1,210 mil- 
lion for the fiscal year 1955 as compared with $1,238 million for the 
current fiscal year, and $1,475 million 2 years ago. 

Mr. Qvartes. Right, sir. 

Mr. WiacLesworrn. As far as expenditures are concerned, you esti- 
mate expenditures of $1,210 million in the fiseal year 1955 as com- 
pared with $1,300 million in the current fiscal year? 

Mr. Quartes. Yes. 


INDIRECT COSTS 


Mr. Wieeteswortn. I want to ask about your definition of indirect 
costs. I ask for this reason: Committee investigators a year ago gave 
us an overall figure of about $1.5 billion for what they called direct 
costs, and a figure of about $500 million under their definition of indi- 
rect costs, which brought the total expenditures 2 years ago up to 
around $2 billion. I notice that your estimate amounts to only $1.5 
billion at that time. 

Mr. Quartus. I think that I can explain that, sir. It is a matter of 
definition of words, as you know. 

In our accounting, the words “indirect costs” include certain house- 
keeping expenses at each one of the laboratories, or establishments. 
For example, the guards at such an establishment would not be in- 
cluded in our direct funding. They are, however, included in the 
indirect costs, and if you define these housekeeping costs as indirect 
costs in that way, you add to our $1,210 million next year another 
$140 million, approximately, to bring you up to this total direct and 
indirect figure of $1,352 million. 

Mr. Wicetesworru. You do not include the salaries, for instance, 
of military or naval personnel working in this field? 

Mr. Quartes. That is correct. 

To build up to your $2 billion, you have to include certain costs that 
could be counted in this field, but just are not included in our definition 
of indirect costs. They are the salaries and other personnel expenses 
of the military personnel that might be working in this field—military 
officers, for example. 

MILITARY PERSONNEL 


Mr. Wiacieswortn. Do you know how many military personnel it 
is contemplated will be working in this 1955 program? 

Mr. Quartes. Ido. Perhaps you will let me insert it in the record. 

Mr. Wiceteswortu. I think our investigators reported 2 years ago 
we had about 39,000 overall. I donot know the figure you contemplate. 


I 
d 
e 


152 


Tf you do not have it, will you please submit it for the record, includ- 
ing the estimated annual cost. 
r. Quartes. I would like to do that. 
(The information requested follows :) 


Numbers of military personnel in the research and development program 


Fiscal year 
Fiscal year 955 (esti- 
1953 (actual) | mated) 


Department of the Army 
Department of the Nav 
Department of the Air 


Department of Defense total 


The cost of military personnel in the research and development program is 
approximately as follows: Fiscal year 1953, $141 million; fiscal year 1954, $136 
million ; and fiscal year 1955, $125 million. 

Mr. Quartes. This is a bit of a tricky figure. It is rather difficult 
to draw a boundary line, and perhaps before I supply a comparative 
figure for the record I should investigate the source of their figures 
so as to give you a comparative figure. Is that agreeable? 


JOINT AGENCIES 


Mr. Wiecteswortn. Yes. I am just trying to get an overall picture 
here, if I can. 

I understand that the money for the so-called joint agencies and for 
the so-called emergency fund are included within your totals here? 

Mr. Quartes. They are; yes. 

Mr. Wiaeteswortu. On the other hand, unless I am mistaken, funds 
for the NACA are not included here ? 

Mr. Quartes. That is right. 

Mr. Wiceteswortu. The funds for the Atomic Energy Commission 
in research and development are not included here? 

Mr. Quartes. That is right, sir. They are separately appropriated. 

Mr. Wiecresworrn. Are there other agencies working 
in this field of research and development which should be added to get 
the overall picture? 

Mr. Quarues. I think that you have certainly named the two large 
ones, although there are others that do indirectly contribute to defense. 
There is also some work, for example, in the National Bureau of 
Standards still which is covered by our appropriation, and there is a 
transfer of funds to the Department of Commerce to cover that work, 
so you have both kinds of things: You have work in other departments 
which will be funded from this appropriation, and you have work in 
other departments which will be separately funded by appropriations 
from Congress. ' 

Mr. Mutzer. Does Public Health, for instance, have research and 
development programs under this department? 

Mr. Quarters. They do have a research and development program, 
and it is separately funded. It is not funded from ours. 

Mr. Wiceiesworru. My attention has been called to pages 1157, 
1158, 1159, and 1160 of the budget for the fiscal year 1955, in which 
it appears there are apparently funds provided, not only for the 


8, 669 8, 686 8, 060 
21, 182 21, 348 20, 108 
.- 39, 946 38, 529 35, 176 
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Atomic Energy Commission, and the NACA, but also for the Depart- 
ment of Agriculture, the Department of Health, Education, and 
Welfare, and the Department of Commerce, and an overall figure is 
given. I do not know whether it includes so-called indirect costs 
or not, but there is a figure given of $2,014,200,000 for the overall 
new money requested for research and development for the Government 
as a whole, and I assume that the $1,352 million that is immediately 
before us here is a part of that. 

Mr. Quartes. That is right. It does, I believe, include so-called 
indirect expense in that sense. 

Mr. Wice.eswortn. In the sense that you use the term? 

Mr. Quar.es. In the sense that we use it in our budget, but not in the 
broadest sense. 

Mr. WiceiEeswortn. Not including military personnel or naval per- 
sonnel that may be in the picture? 

Mr. Quartes. Right. 

Mr. Wiccieswortu. So if you take it on the basis of new money 
requested in 1955, you are asking for something like 414 percent of 
your total request for new money for research and development ? 

If we take it on the basis of estimated expenditures in 1955, it is 
something over 314 percent of the total ? 

Mr. Quartes. That is right, sir. Of course, that difference comes 
about from the fact we are spending funds that were appropriated 
and obligated in past years and there is a lag there in that Seals 


PERCENTAGE OF FUNDS FOR RESEARCH AND DEVELOPMENT 


Mr. Wicctrsworrn. I believe that our investigators reported a year 
ago that in the business world you probably spent between 1 and 2 
percent of your funds for research and development. Is that a fair 
statement in the light of your experience? 

Mr. Quartes. That might be a fair statement if vou took all busi- 
ness and lumped it together, but if you take highly technical busi- 
nesses, that percentage can range up to 10 or 15 percent. I think 
while it is hard to say what business is comparable to defense, m 
own experience would make me have the opinion that is not a high 
percentage. It would not be a high percentage in industries of this 
technical content. 

Mr. Forp. Take a company such as the one with which you were 
formerly associated, a highly technical industry, what percentage 
would they use? 

Mr. Quarters. In terms of relation to the products sold, that is, the 
roduction in the same year the research and development was per- 
ormed, the percentage varied for different lines of products any- 

where from 2 or 3 percent up to 20 percent. An average figure was 
4 or 5 percent in the telephone business. 


OBLIGATIONS 


Mr. Wiecrrswortn. I think, if there is no objection, it might be 
of interest to insert in the record at this point a table appearing at 
page 1158 of the budget entitled “Department of Defense research 
and development, new obligational authority recommended for 
1955 and comparable obligation programs for 1953 and 1954.” 
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This tabulation pulls together into one picture what is contem- 
_— by the Army, the Navy, the Air Force, and the Office of 
retary of Defense. I do not think that it has been done in previous 


years. 
(The tabulation referred to is as follows :) 


Department of Defense research and development 
(New obligational authority recommended for 1955 and comparable obligation programs for 1953 and 1954) 
[Fiscal years. In millions} 
DEPARTMENT OF THE ARMY 


1953 


Obligation programs: 
Air defense operations 
Airborne, amphibious, and supply materiel 
Atomics, biological, and chemical warfare 
Personnel, intelligence, and planning 
Land combat operations 
Supporting research and development 


on 


Subtotal (research and development) 
Maintenance and operations: mapert for research and 
development 16.5 


.esterk 


Total obligation programs 453.0 
Total expenditures 382.7 


DEPARTMENT OF THE NAVY 


Obligation programs: 
Aircraft and facilities 


Civil engineering. 

Navy personnel, general expenses - 
Service-wide supply and finance 
Marine Corps trooj)s and facilities _ 


Subtotal (research and development) 
Research and development station maintenance and 
operation not included above 
Total obligation programs. 


Total expenditures 


DEPARTMENT OF THE AIR FORCE 


Special | projects 
Laboratory operations 


Subtotal (research and development 
Maintenance and operations: Research and test support. 


Total obligational programs 


ow 
oc 


2) 38/2 


2) 8) 28| 


OFFICE OF SECRETARY OF DEFENSE 


376.7 
15.8 
392.5 370. 8 
395.0 | 370.0 
44.8 123.5 117.0 
Medical care 4.2 4.4 4.4 
1.6 2.0 | 2.0 
7 443.8 398, 2 389.3 
2 4.9 45.6 46.1 
488.7 | 443.8 435.4 
490.4 | 476.0 | 440.0 
Obligation programs: | 
Obligation programs: Emergency fund. $56. 3 $35.0 
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Mr. Wieeieswortn. I am sure everyone on this committee agrees 
with your statement that the determination of how much research 
and development is needed to support our defense program is a most 
difficult one. 

Mr. Quartes. Yes. 

Mr. Wicceswortu. I assume that is one of your primary functions. 

Mr. Quarves. Yes; it is; and one that we struggle with, you might 
say, almost continuously. 


UNEXPENDED AND UNOBLIGATED BALANCES 


Mr. WicaieswortH. You, I assume, are familiar with the provisions 
of our report of last year. I think that it might be well to read at 
this point a section in reference to research and development. It 
reads us follows: 


While much of our potential strength lies in sound research programs, both 
basic and applied, it must be recognized that this is a type of activity that can 
easily get out of control to the extent that research is conducted only for the sake 
of research. The committee feels that many of the programs within the services 
have been and are out of control. Principal defects of the program, as reported 
by committee investigators, appear to be (a) ineffective evaluation of require- 
ments, (0) lack of specifically designated objectives, (c) absence of determina- 
tions as to what constitutes the scope of projects, and (d) unnecessary duplica- 
tion by the services. 

In order that the Congress may have some idea of the magnitude of this 
activity within the Department of Defense, it should be stated that (a) total 
identifiable costs as originally budgeted approximate $2 billion for fiscal year 
1954, (6) the program consists in excess of 6,000 different projects, (c) utilizes 
about 50 percent of the research resources of the Nation, and (d) there are 
employed in this activity in the Department a total of nearly 114,000 persons, 
of which nearly 39,000 are military. As in other assignments, officers, of which 
there are about 11,000, are rotated anywhere from a few montis to 4 years. The 
matter of numbers assigned to research and development and the attendant and, 
in this instance, costly rotation system should certainly be made the subjects of 
study by officials of the Department. It is also interesting to note the continually 
increasing unexpended balances in this activity remaining at the end of each 
fiscal year since Korea, and carried forward into each succeeding fiscal year. 
These balances, in billions, are as follows: June 30, 1950, $0.2; June 30, 1951, 
$0.7 ; June 30, 1952, $1.0; June 30, 1953 (estimated), $1.6. 


What is your estimate for unexpended funds as of June 30, 1954? 

Mr. Quarues. You refer there to the funds that have been obligated 
but on which performance has not been completed / 

Mr. Wiccteswortu. Whether obligated or not. I will ask you (a) 
for the unexpended funds and (}) for the unobligated funds. 

Mr. Quaruies. The unobligated funds today are running about $100 
million. In other words, of the funds appropriated we are about 1 
month behind, $100 million being the average monthly obligation of 
funds. It was about $100 million. 

Mr. Wiccteswortn. Per month? 

Mr. Quartes. The total amount of unobligated funds at the end of 
gy year, funds appropriated but not obligated, were about $100 
million. 

Mr. Wicetesworrn. Are you talking about June 30, 1954? 

Mr. Quarues. Last year, ji une 30, 1953, it was $100 million. 

Mr. Wiceteswortu. My question is directed to June 30, 1954. 
How many dollars do you expect as of that day (a) will be unex- 
pended, and (0) will be unobligated ¢ 
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Mr. Quarues. If I may answer (0) first, we expect $100 million to 
be unobligated of the available funds that have been appropriated. 

We expect that approximately 1 year’s work will have been obligated 
but not completed and expended, so that there will be something 
around $1 billion or $1.2 billion. 

Mr. Wicctesworru. It is in the nature of $1.2 billion unexpended, 
of which $100 million you estimate will not be obligated ? 

Mr. Quartes. Yes, sir. 

DUPLICATION 


Mr. Wiccteswortu. I might add that although it does not appear in 
this report, as I recall it our investigators pointed out that we had 
some 95 military installations set up in this field. Also that of the 
phat then in force, while there were 116 of them on which only 1 

epartment was working, there were 40 of them on which at least 2 
departments were working, and 53 of them on which 3 departments 
were a They felt that there was duplication in the fields of 
guided missiles, aircraft, ballistics, human resources, medicine, radio, 
radar, clothing, and ammunition ; and they commented rather severely 
on the work to which you have already referred off the record in the 
personnel field, where I think we were going to spend about $60 million 
for research and development of the human equation. 

How are the research and projects to be embarked 
determined under the new setup! What is your authority in that 
respect as compared with the three branches of the service? 

Mr. Quartes. My authority, sir, is to approve for the Secretary, or 
recommend to him for his approval, all programs for the obligation 
of funds in the area of research and development. 


In other words, in this area uniquely the Secretary approves the 
—— of the military departments before they have the authority 


to obligate these funds. So my office does in fact have the authority 
to screen the programs as they are proposed. 

The mechanism for doing this is the coordinating committees that 
I mentioned earlier. Such a project would fall into the area of a 
particular one of these coordinating committees. There it would be 
analyzed for the departmental objectives in the project, for its rela- 
tion to similar projects or related projects in other departments, and 
for its promise as to usefulness and all; and that coordinating com- 
mittee would then recommend either that the project be approved or 
that it not be included. 

That recommendation would be reviewed by me and transmitted 
to the Secretary. 

Mr. Wicciesworrn, Have you in fact eliminated programs that 
were in being when you came into office ? 

Mr. Quarues. Yes, sir; there have been some programs eliminated. 
That will continue. 

This screening will continue. As you know the payoff in canceling 
projects is much lower than the payoff in failing to embark upon them, 
so the emphasis primarily is on new programs. © 

Mr. Wiceteswortu. Have you in fact found instances of duplica- 
tion where, in your opinion, it was unnecessary for two departments 
or three departments to work at the same time, where duplication 
‘could be eliminated ? 


Mr. Quartes. I would like to take a minute of your time on that, if 
I may. 

ya examine a program a year or so afterward, or several years 
afterward, you do find things that appear now to be undesirable dupli- 
cations, sn you wish you had not embarked on some part of it. How- 
ever, I would like to make the point that approaching it as we must at 
the time we do embark upon it we feel that a certain amount of com- 
petition between the departments, a certain amount of going down 
alternative courses, to be sure that. we get the best course, is a whole- 
some and desirable thing. We like to speak of undesirable duplica- 
tion rather than duplication, because we believe some amount of it is 
desirable. 

Mr. Wice.eswortn. I will accept that amendment. I will ask you 
whether or not as a matter of fact you have found undesirable dupli- 
cation and have succeeded in eliminating it since you took over? 

Mr. Quar.es. We have found proposals for new work that we re- 
garded as undesirable duplication, and we have failed or declined to 
authorize them. In other words, we disapproved them. 

There are also areas where the present program carries more dupli- 
cation than we think is now desirable, and there have been cutbacks 
in such areas. 


LEVEL OF RESEARCH AND DEVELOPMENT PROGRAM 


Mr. Wiceiesworru. If that is a fact, why do we only find about 
$100 million reduction in the request for new money as compared to 
the current fiscal year? 

Mr. Quar.es. In a program of this kind there are always projects 
pressing for authorization, and we believe that it is wise to maintain 
a research and development level no lower than the one recommended, 
but with the full intention of not appropriating any of the funds to 
programs that would be of the character of which you speak. 

Nevertheless, it is true that there are pressing for such funds, and 
with promise, projects that we believe it would be wise to pursue. 

Mr. Wiceteswortn. Do you mean by that that it has been deter- 
mined as a matter of policy that 414 percent of your requests for new 
money shall be put into research and development programs, regard- 
less of the appraisal of the value of the projects put forward ? 

Mr. Quartes. No, I do not mean that, sir. Of course, at this phase 
of a budget process we can only propose that in the light of our experi- 
ence funds in this inlignitiods will be required either to continue 
projects that we believe should be continued or to initiate and support 
new projects. 

We believe research and in its essential func- 
tion of trying to keep us in a position of superiority in our weapon 
is should be orted even faving period of 
tensions, and I would expect this percentage that you speak of to 
increase as a percentage of our gross weapon product rather than to 
decrease. 

Just speaking of it as you said, it was 414 percent of our proposed 
new obligational authority, but 314 percent of our current rate of 
expenditure. Those gross expenditures tend to go down as you do 
not consume weapons and ammunition, whereas in my view we should 
contemplate full steam ahead in our effort to improve our weaponry. 
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Mr. Wractesworru. Do not misunderstand me; I fully appreciate 
the vital importance of research and development. 

Mr. Quartes. Yes, sir; I am sure you do. 

Mr. Wiceteswortn. I have over the years. 

Mr. Quartes. I know you have. 

Mr. Wiceteswortn. I have felt personally, and this committee has 
felt, that there has been waste and unnecessary duplication in this 
field. I personally had hoped that as a result of this reorganization 
and the creation of your office we were going to see a reduction in 
funds without sacrificing anything essential in the field of research. 


CONTROL AND ALLOCATION OF FUNDS 


Let me ask you this question as to the control and allocation of 
funds: Where does your office come into that picture ? 

Mr. Quarues. Within research and development, if I understand 
your question, sir, the apportionment of the whole budget as among 
the departments is a function of my office and is arrived at by a study 
of their problems and deliberations in our policy council, that I re- 
ferred to earlier. 

Mr. Wiceiesworrn. In a sense it is a 1l-man decision now as 
compared to the old Board, where there was continual negotiation 
between the 3 services? 

Mr. Quartes. Yes, sir; except that the one man’s decision seeks 
to have the best advice it can get from the services and from all sources. 

Mr. Wiectesworru. Certainly. 


MILITARY PERSONNEL 


Has there been any change of policy with respect to the rotation of 
military personnel, which is referred to in our report ? 

Mr. Quakes. I would say that there has not been a sharp change 
in policy to meet the point you have made. This rotation of military 
personnel, as you well know, is based on some very important ele- 
mentary military principles of keeping the officers informed of all the 
areas that they may have to deal with. 

It is a very important problem in our business; this question of 
keeping both officers and rated enlisted men and civilians in our busi- 
ness long enough to get the full benefit of their experience. 

Mr. Scrivner. Is there not something you can do on that? We 
have noticed that time after time, and I will bring in some figures 
here later to show that the military men are assigned to one of these 
research and development projects, and they may be there 6 months 
or maybe 9 months or may be there 3 years. Then at the end of the 
3 years after the military man has gained quite a store of knowledge 
he is transferred out. Many times—and it seemed to us almost al- 
ways—he was transferred to some other assignment where he no longer 
used that research and development knowledge, but was on something 
entirely different. 

It is all very well to have officers given a broad background of edu- 
cation, experience, and knowledge, but when you are putting them in 
a program like this, which is so costly and so vital to us, it looked as 
though much of it was a complete waste of time, because we got no 
dividends from them. 
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Surely your office, working directly under the Secretary of Defense, 
should be able to bring about a change in the regulations. It could 
be done in regulations, if necessary, to make it possible when these 
men do become well versed in research and development that they can 
stay in that program for a while and allow us to get the benefit of some 
of that- knowledge. 

Mr. Quartes. I think we can improve it, sir. The Navy and the 
Army both have made long strides in this direction. The Navy has 
its cadre of officers who are limited to technical service, and the Army 
has its technical corps—the Signal Corps and the Ordnance Corps 
and so on—which are really professional corps and in which they keep 
their officer personnel for professional careers. The Air Force has 
not yet solved this problem. They are primarily fliers. 

Mr. Scrivner. Only a very small percentage of the number of 
officers in the Air Force are fliers. 

Mr. Quartes. I mean by that that they all seek to be and want to 
be fliers. 

Mr. Scrivner. Surely. 

Mr. Quartes. And they believe that their future in the Air Force 
relates to their flying. We have not yet found a formula by which 
we can get around that essential problem and at the same time solve 
the very important problem of technical experience and competence 
in this field. 

OBLIGATIONS AND EXPENDITURES 


Mr. Wieereswortn. I think I did not ask you for your total obliga- 
tions and total expenditures as of December 31 last. Have you those 
with you? 

Mr. Quartes. I have only November, sir, for the obligations. I 
will be glad to get them and put them in the record. 

Mr. WicGLeswortH. Would you furnish those figures, also, please ¢ 

Mr. Quartes. Yes, sir. 

(The information is as follows :) 

As of December 31, 1953, the cumulative obligations and expenditures for fiseal 
year 1954, including both direct and indirect costs, are approximately $520 million 
and $660 million, respectively. 

Mr. Wiccteswortu. Have you read or seen the report that our inves- 
tigators made a year ago? 

Mr. Quartes. I think I have not seen the report you refer to. 

Mr. Wiaciesworrn. We sent a copy either to the Secretary of 
Defense or to the Under Secretary of Defense. 

Mr. Quaries. I am afraid this is a matter of my greenness on 


Mr. Wiceteswortn. I was simply going to suggest that if you 
could get ahold of that and have a look at it, I think it might be 


helpful in dealing with this overall problem. 
Mr. Quartes. I am sure it would be. 
Mr. Wieeiesworrn. It was made by some very competent people. 
Mr. Quarts. I will certainly be very interested to do that. 


43960 54-——11 


te 
iS 
Is 
n 
f 
1 

L 

5 

] 


160 
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Mr. Forp. Mr. Secretary, one of the criticisms that has been made 
of research and development in the past is based on the fact that we 
have had peak-and-valley appropriations. It has been contended that 
that was uneconomical, and caused bad planning. , 

I assume that under the new setup there will be an effort made to 
rectify that situation. I notice that in our overall budget for 1955 it 
is expected that new money will be about $1.2 billion for direct cost. 

Mr. Quartes. That is right. 

Mr. Forp. Can we anticipate that more or less regardless of the 
overall military appropriation in subsequent years that that will be 
about the amount for research and development regardless of what 
percentage it is of the total? 

Mr. Quartes. We are going to keep struggling with this thing, in 
the sense the chairman has indicated. We are not going to accept $1.2 
billion as something we ought to just keep doing. We are going to 
one examining projects and areas and trying to be wise in what we 

do. 

This might cause us to drift from this $1.2 billion level, but at least 
from all the information we now have it is our thought that this repre- 
sents a moderate recession in the level and does not do the kind of 
thing we did after World War IT in cutting way back down, and then 
with Korea going up two and one-half times as high. That kind of 
up and down stuff wastes a lot of your dollars; there is no question 
abont it. We should be wise enough to control this so that we would 
be dealing with an adjustment over a period rather than a sharp up 
and down change. 


NUMBER OF RESEARCH AND DEVELOPMENT PERSONNEL IN THREE SERVICES 


Mr. Scrivner. Let us get back for a moment to some of the figures 
on military and civilian employees, svch as Mr. Wigglesworth was dis- 
cussing, because merely the $1.2 billion or whatever it may be does 
not give the entire picture of the cost of research and development. 

Ovr hearings last year showed that in the Army there were 26.922 
civilians in research and development; in the Navy, 28,827; and in 
the Air Force, 21,469. 

Mr. Miter. That is civilian and military? 

Mr. Scrivner. I said civilian. 

Mr. Mitxer. Just civilian. 

Mr. Scrivner. That is just civilian. 

Then in the military, which is usually carried as an indirect 
there were 11,600 in the Army, 8,331 in the Navy, and 21,685 in the 
Air Force. 

Now, the ratio of civilian to military just does not appear proper. 
In the Army you had half as many military as civilians in research 
and develonment. In the Navy vou had a little better than one-third 
as many military as civilians. Then in the Air Force you had more 
military than you had civilians. I know that you do not have such 
a great proportion of military men with research and development 
exnerience, background and education there as compared to the other 
services. 
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As I pointed out, they come in assigned to a research and develop- 
mént program, and somebody says, “We have to have a major over 
here,” and they send a major. Maybe he will stay on this one thing 
for 6 months, 9 months, 18 months, 2 years or 3 years, and then he is 
transferred. I cannot follow them all in their careers, but I would 
be willing to bet that of the 21,685 that were mentioned last year as 
being military men serving in the Air Force research and develop- 
ment program who were transferred out there will not be very many 
who were transferred into similar work. 

I do not know how many transfers out there will be, but I will bet 
I can go out and find some base commanders who are merely the house- 
keepers for the air bases, who have put in quite a bit of their time in 
research and development, and they have no occasion to apply any of 
that knowledge and experience in their present activities. That is 
the thing that disturbs us. 

Mr. Quartes. Yes, sir. 

Mr. Scrivner. You have to take the military into consideration in. 
your cost of research and development. 

Mr. Quarters. That is correct. 

Mr. Scrivner. It was shown here in our hearings last year—and if 

ou would care to go back and see what the Air Force said it is on 
page 63 of the Air Force hearings—that it was developed that the 
military is using almost half or a little better than half of all the 
research and development science and brains we have in the country. 

Mr. Quarters. The whole program; yes, sir. 

Mr. Scrivner. Yes. There are many interesting things pointed 
out here. I do not have time to go into them, but you in your position, 
I think, might be interested in reading some of the information we 
developed there. We discussed what you and Mr. Wigglesworth were 
discussing a few moments ago, as to the direct and indirect money, 
because under these military programs under maintenance and opera- 
tions if you dig out all of the money that goes to support research 
and development programs you will find that rather than being 
around $1.2 billion it is going to run considerably more. Much of the 
criticism about what we have or have not done in research and de- 
velopment is not really well founded. 

Mr. Quartes. May I comment, sir, on the points you were making? 

Mr. Scrivner. Surely. 

Mr. Quartes. First, about the relative proportion of the military 
and civilian personnel in the three departments I do not think I can 
peaty the figures you gave, but I think I can throw some light on 

em. 

Mr. Scrivner. I could not, either, but I thought you would be inter- 
ested in knowing what they were. 

Mr. Quarters. The point I think is this: The Army and the Navy, 
being older departments, have well-established technical laboratories 
and services and have proportionately a lot more of their research and 
development work being done within their own establishment, as 
compared to the Air Force. 

y point is that those 28,000 for the Navy were civilians in well- 
established Navy laboratories where they do a lot more of their re- 
search and development work within their laboratories. 

aang Scrivner. Of course I did not go into where they are doing the 
work, 
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Mr. Quartes. This is also supported by figures as to how much the 
different departments contract out and how much they do within their 
departments. 

r. Scrivner. That is right. I think these figures will give you 
some food for thought. 

Mr. Quartes. Yes, sir; I agree. 

Mr. Scrivner. Now, in talking about the research and develop- 
ment men I am talking primarily about the civilians who have been 
called for their regular normal pursuits and are taking part in the 
research and development program. 

(Discussion off the record.) 


NUMBER OF CIVILIAN PERSONNEL 


Mr. Scrivner. In connection with Mr. Wigglesworth’s og way for 
the military personnel engaged in research and development for fiscal 


1955, you might well include the comparative table of the civilians, 
too 


Mr. Quartes. Very good. 
(The information is as follows :) 


Numbers of civilian Government personnel (direct and indirect) in Department of 
Defense research and development program 


Fiscal year | Fiscal year 
1953, 1954, 
actual estimated 


Department of the Army 23, 551 
Department of the Nav 27, 276 
Department of the Air 19, 672 


Department of Defense total. 70, 499 


PROPER USE OF SCIENTIFIC PERSONNEL 


Mr. Scrivner. Continuing with my question, many of these men 
who came in have told me that the way the system has developed— 
and we have watched it for some time—is that they are so entangled 
and ensnared and enmeshed with detailed administrative work that 
in a period of a year they are able to give very little of their scientific 
knowledge and experience to the problems they have been assigned 
to work with. 

Mr. Quartes. May I ask, sir, if you are speaking of a civilian who 
is mustered into the service as a major, or something like that, or 
whether you are speaking of people hired as civilians? 

Mr. Scrivner. I am talking about civilian scientists engaged in 
these research and development programs. 

Mr. Quar.es, As coapdaaane or as employees in one of their labora- 
tories? I am not quite sure. 

Mr. Scrivner. In almost every way. They say they come in with 
the idea that they are going to use their knowledge and background 
and experience in forwarding research and development programs. 
Perhaps they have been put in charge of some program, but their 
time is entirely taken up with paperwork, if you want to call it that, 
or redtape or something else. They find they are purely administra- 


Fiscal year 
1955, 
estimated 
20, 740 19, 516 
25, 885 25, 838 
19, 867 18, 969 
a 66, 492 64, 323 
| 
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tive men and are not using their scientific knowledge. It is a waste, it 
appears to me. 

think you might find, if you would talk to some of these men, 
where some of this trouble is. 

We have seen some of these research programs grow and grow. 
First they start out just as a suggested study. Then somebody becomes 
enthused. Then it works into a program. He gets in some men, and 
they all become enthused. Finally, what started out to be just merely 
a study becomes a major project. They build up within their own 
little bailiwick a dynasty of their own, that wastes altogether too much 
money. 

og Well, sir, if I may comment there again, it seems to 
me you have jumped from the building up of enthusiasm for a project 
to wasting money. 

Mr. Scrivner. It was not a buildup; that is one of the results. 

Mr. Quartes. They do waste some money, but I think the building 
up of enthusiasm for a project and the embarking on a project is a 
wholesome thing. Would you not say so? 

Mr. Scrivner. Maybe I did not make my thought clear, but as I 
view your job one of the things you have to do is to work as a sort of 
governor, and in many instances you are going to have to operate as a 
wet blanket to dampen some of this enthusiasm, because they some- 
times let their enthusiasm carry them into rather nebulous fields. 

Mr. Quartes. I think you want me to act as a spur as well as a wet 
blanket ; do you not? 

Mr. Scrivner. Surely. Off the record. 

(Discussion off the record.) 


COOPERATION WITH NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS 


Mr. Scrivner. In view of some of the comments that have been made 
previously relative to the duplication of research and development 
programs in some installations, let us take, for example, the Air Force 
and the NACA. Do you now have any projected study regarding 
duplication involving those agencies ? 

r. Quar.es. I do, sir. 

(The following additional information was subsequently furnished 

for the record.) 


The Director of the Bureau of the Budget has asked the Department of De- 
fense and the National Advisory Committee for Aeronautics to study the whole 
matter of aeronautical test facilities, particularly the large wind tunnels and 
engine-test facilities and advise him about our programs and plans in this 
field. The Secretary of Defense asked me to head up a Defense Department 
group to make these studies and prepare a response. We are now in the midst 
of this job and the National Advisory Committee for Aeronautics is working 
closely with us in it. I might add that we enjoy the closest cooperation with 
the National Advisory Committee for Aeronautics. In fact, a number of us in 
Defense hold memberships on and work intimately with the National Advisory 
Committee for Aeronautics and its subcommittees. 


TRAINED TECHNICAL PERSON NEL 


Mr. Scrivner. On page 6 of your statement you were discussing 
the buildup in the Soviet Union of trained technical people. Just to 
take that as it is read would to me perhaps give a false impression, 
without going further and being told from whence they started. 
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In other words, we have prided ourselves upon the output of many 
of our technical institutes around the country. We have some good 
ones, and we have turned out some remarkably brilliant men. 

If what I have read about the Soviet Union in years past is true, 
that has not been the case. They have not had the institutions for 
technical science we have had. 

When you say there is a rapid buildup, of course it may be more 
rapid than ours, but perhaps they were starting from a much lower 
level toward which to build. 

Mr. Quartes. I am sure they were starting from a lower level. 
It is true that in some areas, such as the physical sciences and elec- 
tronics, they were at a very much lower level. 

Mr. Scrivner. What I was getting at is this: Taking a figure out 
of the air, if you are going to build up to 1,000 people of a certain 
type, when you are up to 990 you cannot double or you cannot promote 
it too fast; but if you are starting only at 10, a rapid buildup would 
be to 100; and still the 100 would be far short of the 1,000. 

Do you understand what I mean? 

Mr. Quartes. I do. I think one has about this picture: That our 
current rate of input of around 20,000 to 23,000 engineers relates to 
about 450,000 or 500,000 engineers. Their rate is about double that. 

So taking that as a level, you see that if you put engineers in at 
double that rate you do not have to wait too long until you have an 
equality at least of numbers. 

Mr. Scrivner. That would be assuming that we stood still, which 
I do not suppose we will. 

Mr. Quartes. If we continued at our rate of input, which is now 
our rate of input of around 23,000 engineers graduated a year. 
That is what I meant. 

SPECIAL WEAPONS 


Mr. Scrivner. Then on page 8 you are talking about the Armed 
Forces’ Special Weapons Project, which we know about. At this point 
I would like to go off the record. 

(Discussion off the record.) 


OBJECTIVES 


Mr. Mr. I understand the situation you are 


not only a new man on the job but you are also a new man on a new 
job that has just recently been created. 

I think I express the sentiments of the committee, and I certainly 
express my own, when I say I have great delight in both features. 
We have felt that this matter of research and development should be 
brought, as much as possible, at least within the Department of De- 
fense, under one tent, because it has been one of the hardest things 
for us to understand in the presentations. : 

When the proposed reorganization called for making one office 
responsible we felt it was a great step forward. It is particularly 
gratifying to me to have an old friend and classmate, of whom I am 
very fond, in that position. ; 

I do not think you have to justify before a of the membership of 
this committee the importance of research and development. At the 
same time, we are perhaps especially chargeable with the husbanding of 
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the overall ammunition, which is the purchasing power of the Ameri- 
can economy. We felt that we could not properly follow it in so 
many different packages, I think we had three in the Navy, and 
various ones in the Army and the Air Force, and then the companion 
programs under other departments. 

We are very hopeful that what we suspected and sometimes were 
already convinced of—uneconomical duplications and waste—can be 
better eliminated or controlled under the present setup. I am sure 
from what you have already said that is one of your main objectives. 

Mr. Quantes. It is my belief that it can be, and it is certainly my 
strong objective to do it. 

Mr. Minter. We also believe that the enthusiasms you speak of are 
only human and natural and are necessary for a successful program, 
but, frankly, some of us have wondered if there were not just a little 
bit of boondoggling and leaf raking, getting into this vast program. 


RESEARCH ON PSYCHOLOGICAL WARFARE 


For instance, last year I think in our Army panel we found that 
the Army had a project under one of its research and development 
programs, that involved several hundred thousand dollars for basic 
research in psychological warfare. 

Now, we are not scientific people, but that seems to be going pretty 
far into an area of theory, where we could not be confident of pro- 
ducing practical value. 

I assume you are studying all of these various phases with that 
evaluation ? 

Mr. Scrivner. We found some projects in the Air Force under 
research and development that had rather nebulous form. 

Mr. Quartes. May I comment on this area ? 

This, gentlemen, is an area where judgment is exceedingly im- 
portant. As I have already said, and as some of you know, this is 
not an area of my special technical competence, but it is an area I 
have to get at the bottom of, and I am certainly going to try to. 

What I have found to date with some rather intensive working at it 
is this: We are not as smart in the area of psychological warfare as 
we might well be. We are spending considerable sums of money on 
this kind of thing as compared with the amount of research that we 
are doing. We are dealing with adversaries that show expertness 
in many aspects of this field. Sometimes we are dealing with them 
at a disadvantage. 

Mr. Scrivner. That disadvantage will always exist whenever a 
ons republic is trying to compete with a ruthless dictator- 
ship. 

Mr. Quartes. You are right, sir. That is inherent in the situation 
to some extent. 

The kind of thing we are doing in psychological warfare is a good 
deal like the kind of thing the educational people do when they set up 
a teachers’ college. They bring teachers in and teach them all kinds of 
fancy subjects with long names. The fellow back home, who pays 
the taxes, is apt to say, “Why do we need that kind of stuff to teach 
reading, writing, and arithmetic?” and you do not. But somehow 
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you can get a smarter educational program if you have professionals 
more or ae at the foundation of it feeding up fundamental ideas into 
it. 

Now, our support of this line of research with sociologists and 
anthropologists and psychologists in the universities is an attempt 
to bring that kind of a professional background into the psychologi- 
cal warfare operations. I cannot testify to you that it is all wise or 
sound. Frankly, I do not know that much about it yet. 

But I would like to leave with you the thought which at least has 
become a conviction in my mind that if we are going to be smart 
in this game—and it is a very important game—we must be willing 
to bring the professionals into it and let them talk their big words 
and develop their concepts, because there is something there that 
this program needs at the foundation of its planning. So that is 
the way the thing looks to me. 

Mr. Mitier. Well, I would not for 1 minute propose to sit in judg- 
ment, nor do I think any of my associates would, as to the value of 
any particular program. But it will certainly assure us if your de- 
partment is giving careful attention to the eventual value or the pos 
sibility of real value coming from these programs. 


ALLOCATION OF FUNDS 


Getting back to the dollars and cents for a moment, just to keep our 
bookkeeping straight, I understood in your original statement you 
gave the figures as to how this defense research and fpttopenect money 
was allocated among the three services, on a roughly even basis. I 
believe you mentioned that a substantial part of the amount cliarge- 
able to the Army was really something conducted for all three services. 

I think our respective panels would be interested in the figures on 
how that would break down with respect to the Army, Navy, and 
Air Force allocations, which are really servicewide rather than ap- 
plicable to the particular department. 

Mr. Quaries. May I answer that question now? The figures in 
the budget requested for the next fiscal year were $329 million to the 
Army, $389 million to the Navy, and $428 million to the Air Force; 
and these figures are for their departmental purposes as distinguished 
from these joint agencies. 

Then there is a joint agency item of $29 million, which divides 
between the Army and the Air Force. The Army covers the budgets 
for the two large items, the National Security Agency and the Armed 
Forces Special Weapons Project. So about $27 million of that $29 
million actually appears in the Army budget and adds to its present 
$329 million. The other $2 million approximately adds to the Air 
Force, because they provide funds for the Armed Services Technical 
Information Agency. 

Mr. Micter. That makes it clear. Roughly, then, about $27 mil- 
lion that will appear in the Army section of the budget is for general 
purposes ¢ 

Mr. That is correct. 

Mr. Miter. And about $2 million in the Air Force budget. 

Mr. Quartes. For joint agency purposes; that is right. 
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FUTURE PROGRAM 


Mr. Mitzer. I understood when you were speaking about the fore- 
seeable level or the approaching level, perhaps, that you anticipated 
percentagewise the funds spent on research and development might 
go up if we are fortunate enough to have the overall defense budget 
go down because of improved situations; but the reason for that, I 
take it, is that you feel that research and development, being such a 
long-range objective, is such that yearly changes in the picture would 
not affect the amount that we ought to spend for some future date, 
the situation that might exist then being a matter of uncertainty. Is 
that the reasoning behind it? 

Mr. Quaries. That is exactly the reasoning. 

Might I just add this one point: I would not want to be construed 
as concluding now that we want to a up the level of research and 
development spending to $1.2 billion, because we are going to keep 
studying that and we are going to keep trying to find ways of buying 
defense values without so many dollars. 

But with that qualification I would urge a stable and high level of 
research and development programs even through a period of com- 
parative quiet from the military standpoint. 

Mr. Mitter. Your idea—and I think it is a sound one, if I under- 
stand it—is that the easing of tension or the fluctuation in the present 
or immediate future would not affect the overall objectives of this 
program unless we got to a point where war was absolutely a prac- 
tical impossibility. 

Mr. Quarters. [ think that is exactly right. 

Mr. Mirtuirr. And | believe you have said, in answer to what Mr. 


Ford and Mr. Scrivner were asking about, that it is far more economi- 
cal over the years to keep up a reasonable level than to have sudden 
spurts of preparedness and then valleys of indifference. 

Mr. Quarters. I am sure there is at least a factor of two between 
the values per dollar you can get in a steady program as compared 
with one that has sharp ups and downs in it. 


OVERLAPPING OF MILITARY AND CIVILIAN PERSON NEL 


Mr. Mittrr. There have been a couple of minor details that were 
mentioned that I have been concerned about for some time. I will 
mention one of them that has already been touched on pretty fully, 
about uniformed personnel engaged in these projects. 

Many of us have had the feeling over the years, both in the service 
and out of it, that too frequently there are rather high-ranking mili- 
tary officers whose use in the field or in some other form of endeavor 
might be quite valuable who are in a sense merely assigned to some 
of these positions. This does not apply only to research and develop- 
ment, but it applies in my view also to many of our larger bases and 
installations. They are assigned where there is a career man, a 
civilian, who really does the work, and the Army officer merely makes 
it official by supplying the rank that the services feel the dignity of 
that particular headquarters requires. 

There may be some need for many of those instances, but we cannot 
help but feel that if the services would sharply look over that field 
there might be a great many man-hours saved in the overall expense. 

I understand your department is looking into that. 
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Mr. Quarters. It is. We recognize this as a very great problem in 
the whole military organization. But it is not a problem which is 
susceptible of easy solution. There are some fundamentals to it that 
make it a very difficult problem. I would certainly hope we could 
improve the situation. 

Mr. Mutter. I think all of us who have served in any of the services 
or who have made investigations, as our committee does, have run 
into instances where a very capable Army, Navy, or Air Force officer 
is entirely dependent on what the career man who is a civilian says or 
does. He does not go into the job long enough to have any real power 
of supervision, but he has to make it official. In those cases it seems 
to me it would be highly desirable if we could let the civilian make 
it official, and did not have to have the military stamp put on it. 

There is just one last thing that has been a little confusing to me, 
and perhaps I am utterly misinformed on it. 

( Diseussion off the record.) 

Mr. Mr. Hruska? 

Mr. Hruska. No questions. 

Mr. Suepparp. Under the time circumstances, Mr. Secretary, I will 
try to be as brief as I can. 

I have listened to your presentation and responses to the interroga- 
tions with a great deal of interest. For a man who is, may I say, 
becoming acclimated to the situation, I think you have handled your- 
self remarkably well. 

Mr. Quartes. Thank you, sir. 


QUALIFICATIONS AND BACKGROUND 


Mr. Suerrarp. Looking over your qualifications and background, 
which I interpret as fully fitting you for the position you are presently 
occupying, I am led to ask: What was your administrative experience 
with the corporations you have indicated you were associated with? 

Mr. Quartes. In the last 5 or 10 years of my association with the 
Bell Telephone Laboratories I was vice president in charge of all their 
military research and development programs and in charge of their 
patent activities and at one time was in charge of all the so-called 
staff activities, 

When I went from there, sir, to New Mexico to take the presidency 
of the Sandia Corp. I was also a vice president of the Western Electric 
Co., the Sandia Corp. being a wholly owned subsidiary of the Western 
Electric Co., operating for the Atomic Energy Commission in that 
field. I would suppose one would say I had the normal duties of a 
president of an organization of that kind. 

Mr, SHeprarp. Would you say in those experiences you have related 
both in your statement and as referred to here your work was equally 
divided between the responsibility for administering funds and the 
scientific application, or would you say that your occupation had been 
more or less directed in the field of science as against that of adminis- 
trative finance? 

Mr. Quar.es. Well, as I think Mr. Scrivner pointed out, as you get 
into positions of this kind in the company you get a lot of your time 
pretty well occupied with stuff you would prefer not to spend your 
time on. 
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My interest throughout my career has been a technical interest 
primarily. I have continued my technical associations and have at- 
tempted to keep technically up to date. 


STOCKHOLDINGS OF MR. QUARLES 


Mr. Suerparp. The next question is wholly impersonal, and I want 
you to accept it as such, please. 

Mr. Quartes. Yes, sir. 

Mr. Suepparpv. When you were invited into your present position 
were you called upon to Sout yourself of any interest in the corpora- 
tions with which you had previously been associated ? 

Mr. Quartes. I was called upon to resign or retire from the cor- 
porations with which I had been previously associated. I was retired 
on a pension, but it was a pension in a trusteed system which is entirely 
irrevocable. I have, beyond the pension, no continuing relationship 
with any of the corporations. 

Mr, Suerparp. Financially or otherwise? 

Mr. Qvuartes. I do continue to have some minor holdings of stock 
in the parent American Telephone & Telegraph Co., which I disclosed 
to the Armed Services Committee of the Senate at the time I was 
appointed ; and which they found to be not inappropriate under the 
circumstances. 

Mr. Sueprarp. Would you consider it inappropriate at this time 
to advise the committee as to the extent of those holdings? 

Mr. Quarters. No, indeed, sir. I would be glad to have my holdings 
which I filed with them filed also with this committee. 

Mr. Suepparp. With this committee here? 

Mr. Quartes. I have no objection to filing them, sir. I mean, I filed 
them with the Armed Services Committee of the Senate. 

Mr. Sueprarp. It is not my point to ask for a filing. If you can 
give me the approximate amount of dollar investment involved that 
would satisfy my inquiry. 

Mr. Quartes. I have investments in perhaps 20 or 30 different cor- 
porations ranging from a nominal 10 shares of stock to a maximum of 
pr pe «gp shares of stock, but in no case a greater number of shares 
of stock. 

Mr. Suepparp. You do not figure, if you were called upon to fune- 
tion in your present capacity in the administration of funds presently 
requested in the appropriation and the holdovers of funds that would 
obviously be there from previous appropriations, that would in any 
manner influence your handling and disbursement of those funds? 

Mr. Quarues. I feel that it would not, sir. If there were any ques- 
tion that arose in which I might be construed to have an interest I 
would certainly remove myself from that question. 


CONTRIBUTIONS BY PRIVATE INDUSTRY 


Mr. Suepparp. Mr. Secretary, it has been said that over a period of 
time private business has contributed more to the scientific develop- 
ment of military requirements than the research and development 
programs effectuated by the military and its component civilians con- 
nected with that department have contributed. Are you in accord 
with that declaration ? 
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Mr. Quar.es. May I ask you to clarify it to this extent: Do you 
mean private industry under contract to the military departments 
has done this, or with their own money ? 

Mr. Suerparp. Private business with its own money. Obviously 
when they work under contract they would then become a component 
part of the governmental function. 

Mr. Quaries. My answer would be this: If you view this thing in 
the broadest sense, military technology is hased on our whole tech- 
nology. Certainly that wae technology derives from universities 
and industry more than it does from the military programs. 

But if you answer the question in the narrow sense, then our weap- 
onry as of today is far more the product of our own program and the 
dollars you would appropriate in programs of this kind, and is only 
to a minor degree the product of immediate industrial action. 

Mr. Suepparp. Then I would interpret from your answer it would 
be the logical conclusion that you would not feel justified in recom- 
mending that a program of this character be thrown into the field of 
private operation to the exclusion of the military functions as they 
presently prevail or can be improved upon to prevail. 

Mr. Quartes. I feel that we are already, sir, contracting to private 
industry about as big a fraction of this total as it is practical to con- 
tract to them, which is pretty nearly 60 percent. 

Mr. Suepparp. Of course, you leave me suspended there. 

Mr. Quartes. I did not mean to. 

Mr. Suerparp. I am trying to determine the dollar expendable char- 
acteristic, resultwise, as between eliminating the present military 
expenditures within our respective branches of the military and put- 
ting them all into the private aspect by contract or otherwise, and 
assuming that the private capacity could absorb that load. We are 
taking a hypothetical assumption there. 

Mr. Quarues. I do not, sir, think it would be practical to go all out 
in the direction you indicate. I think perhaps it is possible to move 
a bit more in that direction, and we are studying that possibility, but 
certainly it would be a minor adjustment rather than a major adjust- 
ment. 

EVALUATION OF PROGRAM 


Mr. Sueprarp, I notice in the breakdown reflected on page 8 of your 
statement the following language: 

Based on past experience and present plans it is believed that about 33 percent 
of the fiscal year 1955 funds— 

You mean 1954 and 1955 funds, I assume? : 

Mr. Quartes. No, sir; I mean 1955; and I treat 1954 a little later 
in the paragraph. 

Mr. Suepparp. I see. 
of the fiscal year 1955 funds will be spent in the Defense Department and other 
Government laboratories ; 57 percent in industrial organizations ; and 10 percent 
in universities, colleges, and other nonprofit organizations. - 
That was the statement that motivated my first question because I 
was trying to see if there was a hiatus in your thinking about the 
application of these funds and getting reflected benefits from them. 
In other words, I assume from what you have stated to the other 
members of the committee and in your responses to my interrogation 
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that you feel that under our — procedure in research and develop- 
ment we are doing about the best we can with some accumulative infor- 
mation to be reflected later on whereby savings might be made, and 
if there is duplication that could be eliminated. Is my assumption 
correct. there 

Mr. Quartes. Yes, sir; it is. When you say the best we can do, 
I would want to agree that there is a substantial margin for improve- 
ment, and we are going to seek improvement. 

Mr. Suerrarp. I have a very sympathetic attitude in the field of 
research and development. I have never been able to sell myself upon 
the sometimes expressed theory that we could evaluate the success and 
failure of research and development on a so-called yardstick of a time- 
clock operation. My experience has not permitted me to think that 
way. Obviously, it becomes a very difficult situation when you are 
called before a committee of this character, or any other, inquiring 
into a function in which you have cognizance, to sit down and baldly 
say: 

We have a 100-percent return on our dollar investment in this field as com- 
pared with a 100-percent loss in that field. 

Is that not literally the truth? 

Mr. Quarters. That is the literal truth. 

Mr. Suerrarp. Hypothetically we develop a certain military projec- 
tile—I will use that term—and in all accepted theories and beliefs the 
potentialities presented in the development of that projectile are 
assumed to make it necessary, if it can be accomplished, and it is 
assumed it will have value. After the said object has been created 
it would obviously have to go through a field of experiment before you 
could determine the actual dollar value that might be involved, and 

ou would find a rather intricate mathematical situation involved 
fore you could arrive at a specific dollar; is that correct or incorrect ? 

Mr. Quartus. I think that is correct. In fact, I could imagine a 
situation in which we would not have too firm an answer to that 
question until we tried it out in warfare and saw what it could do. 

Mr. Suerrarv. And then it would be rather difficult to evaluate its 
field ability, would it not? 

Mr. Quarters. You would have different tacticians saying different 
things about it afterward. 

Mr. Suerparp. In other words, what I am trying to satisfy my own 
mind on is that you are actually operating in a field of many unknown 
qualities and a field in which, in my honest opinion, it is very difficult to 
analyze anything from a cold-blooded banker’s concept in evaluating 
the procedures. 

Mr. Quarters. We are, sir, but there is another quality of the field 
I would like to mention, and that is that the ones that do pay off pay 
off handsomely, so the ones that fail are well cared for by the others. 

Mr. Suerrarp. I accept your statement wholeheartedly. But I 
challenge your ability to put it on an asset sheet and have it totaled up 
mathematically. If you can do that, sir, you are to be commended. 

Mr. Quarters. I do not believe I am that smart, sir. 

Mr. Suerrarp. I do not believe there is anyone who is. 

I wish you a lot of luck, Mr. Secretary, because very frankly you 
have a most intriguing field and you and your associates in the field 
of science have contributed, in my opinion, unknown values to our 
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modern methods of living in this country aside from the military 
attributes. I want to pay that tribute to the profession as a whole. 
Mr. Quartrs. Thank you, sir. 
_ Mr. Suerrarp. I have lived with some of you gentlemen in the past 
and have found you most interesting. I regret that there was not 
more of your academic process I could absorb. 
Mr. Quartes. You absorbed other kinds that may be more valuable. 
Mr. Sueprarp. Thank you. 
Mr. Wicetesworrn. Thank you very much, Mr. Secretary. 
Mr. Quartes. Thank you, Mr. Chairman. 


Trrurspay, Fesrvary 4, 1954. 
(AFTERNOON SESSION) 
OFFICE OF APPLICATIONS ENGINEERING 


WITNESS 
FRANK D. NEWBURY, ASSISTANT SECRETARY OF DEFENSE 


Mr. Wicecieswortn. We have with us this afternoon the Assistant 
Secretary of Defense, responsible for Applications Engineering, Mr. 
Newbury. 

Mr. Secretary, you have a statement, I understand, for the commit- 
tee. We will be glad to hear it. 


GENERAL STATEMENT 


Mr. Newevry. I appreciate this opportunity of appearing before 
you and having this very interesting experience. I will present to 

ou some information concerning the activities of my new office in the 
De artment of Defense. 

As I have only recently been appointed to this office and I am 
appearing before you for the first time, it seems appropriate that I 
should tell you something of my background and experience. 

I was born in Brooklyn, N. Y., in 1880; attended the public schools 
in that city; then graduated from Cornell University with the degree 
of mechanical engineer in 1901. I specialized in electrical work. 
There was no such thing as an electrical engineering course and a 
degree as such. Then and for some 46 years, I was employed by 
Westinghouse Electric Corp., originally as a design engineer in the 
field of heavy electrical machinery and later in various management 
activities. 

During the recent war I was in charge of the Westinghouse war 
work in ordnance, and the principal work of that kind I did was the 
complete supervision of the building and operation of two naval ord- 
nance plants and a plant for the manufacture of turbines and gears 
for the Maritime Commission. 

When I retired in 1947, at an age somewhat beyond the regulation 
age, I was a vice president and director of the corporation. 

Since 1947 I have occupied myself in writing two books in the field 
of economics, and in doing some engineering and management con- 
sulting. This activity terminated when I was appointed as an Assist- 
ant Secretary of Defense last August. 
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As you may know, this Office of Application Engineering is a new 
activity in the Department of Defense. It is new not only in being 
a new activity directly under the Secretary of Defense, but it is en- 
tirely new in the Department. 

Six months ago this office did not exist and there was no predecessor 
organization and staff, which means that when I came in I came in 
alone, and since then I have had to get together an entire staff. 

In this office we have tried to get together a small staff of experi- 
enced designing engineers and production men as distinguished from 
research or laboratory type of scientifically trained men that are in 
the Office of Research and Development. At the present time I have 
4 principal assistants ; 2 of these men have had more than 30 years of 
experience in factory production and management, and 2 have had as 
long experience in design and in management of large engineering 
organizations. 

or io my deputy, Mr. William Martin, was the vice presi- 
dent of the Bell Telephone Laboratories of New Jersey just before he 
retired and came into my organization. 

Then there are 10 additional technical assistants, men who have 
engineering and production experience, 3 military liaison officers, and 
8 in the secretarial and clerical staff. This, I believe you will agree, 
is a small staff and I propose to keep it small until the volume of 
useful work justifies a larger staff. 

We are proceeding cautiously in a new field. 

In view of the newness of this activity you may be interested in 
hearing something about the nature of the work and the objectives 
we have in mind. Parenthetically, | may say my entire statement 


is an attempt to give you a concrete idea of just what this new activity 
is because I have found that a great many people in and out of the 
Department of Defense are very curious as to just what it is. 


FUNCTIONS OF OFFICE 


Applications engineering may be defined in terms more familiar in 
industry as design development (in contrast to research development ) 
and “eerie engineering. It is that portion of the compte re- 
search-engineering-production process that is concerned with the 
production of a new weapon design. This function comes after 
the basic and applied research and development that is the function 
of the Assistant Secretary of Defense, Research and Development, and 
that determines the feasibility and practicability of a new principle 
or type of weapon. 

The activity I am responsible for determines the best form of a new 
design for quantity manufacture. 

Both this research activity an dengineering and production engi- 
neering activity are important. 

During the Second World War there were many important and 
dramatic evidences of the value of basic and applied research in the 
military field in developing new weapons and types of military equip- 
ment, notably in the area of electronics and atomic energy. The great 
importance of this scientific approach in the development of new 
weapons was recognized by Congress in the 1947 Se sarge “ee of the 
Military Establishment by the organization of the Research and De- 
velopment Board and this recognition was continued in the estab- 
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lishment of the Office of the Assistant Secretary of Defense, Research, 
and Development, in the present organization. 

Industry also has found this research activity highly important 
but in addition industry has found it necessary to supplement and 
continue this developmental work of physicists, chemists, and other 
scientists by the more prosaic efforts of engineers and production 
specialists to adapt these early designs of new weapons to the require- 
ments of economical manufacture. 

That is, in essence, the primary function of the new Office of Ap- 
plications Engineering in the Department of Defense. 

To give you an example: I have tried to pick a simple example of 
these two kinds of icodeaaseh I have chosen as simple a case as I 
could think of, a simple round of ammunition for, let us say, a rifle. 
A new idea for a weapon usually goes through several stages or proc- 
esses in its development before it can be said to be completely 
developed. 

First, it is necessary to prove that the idea works. This can be 
done, usually by makeshift parts without regard to cost, space, weight 
requirements, or appearances, and usually is done by the research type 
of scientist or engineer, and in a laboratory facility. Consider this 
simple project to develop a new steel cartridge case for small arms. 
First, there is work for a research metallurgist to determine whether 
a steel or steel alloy can be found with the necessary ductility to stand 
the drawing operation without cracking. This is a research develop- 
ment problem and would require research talent and laboratory facil- 
ities, or if this search should prove unsuccessful—actually, it has not, 
but assume that it did—the question might be asked if a case could 
be made in two parts instead of a single piece. This kind of problem 
then would come within the production engineering field because it 
requires that kind of experience and shop facilities. 

When the type of cartridge case has been determined, there is an 
extensive engineering and production job to be done to determine 
the lowest cost design and the best type of production equipment for 
quantity production. This work is clearly in the design and produc- 
tion engineering state of development. This is an example of the 
field of engineering application. 

An illustration of the result of this kind of design and production 
engineering was the reduction in cost of a round of ammunition from 
#300 with the first development design to $75 a round after production 
engineering development had been completed under the initiative and 
direction of the Army Ordnance Corps. 

Now, I would like to call your attention to a possible misunder- 
standing of the nature of this function of my office in the Depart- 
ment of Defense. When the development of new weapons for eco- 
nomical manufacture is mentioned one naturally thinks of the actual 
business of designing weapons and equipment by product design en- 
gineers, tool designers, factory equipment and layout engineers, and 
so on. 

The actual doing of this engineering work is, of necessity, per- 
formed in mills, shops, and factories operated by the thousands of 
Government contractors. Obviously, our small staff of design and pro- 
duction experts in the Pentagon cannot and should not take any part 
in these actual operations. Good designing for economical manufac- 
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ture must be done, if it is done at all, by each contractor for his own 
product as with the cartridge case illustration I described. What we 
can do and plan to do is to study the Government’s own policies and 
practices in setting up development and production programs and in 
carrying out these vast programs to the end that competent contrac- 
tors will be selected to do the work and that these contractors will be 
given the time and the opportunity to do their own job of production 
engineering, each for its own products. ' 
Ve in the Office of Application Engineering are strictly a staff or- 
anization whose function is to recommend policies and methods; we 
fav no responsibility for or part in the day-to-day operations con- 
nected with the development and production of weapons and military 
equipment. We do consider our mission, as advisers to the Secretary 
of Defense, to include an important responsibility to follow and check 
the performance and results of the operations of the military de- 
partments and their contractors for major programs so that this de- 
sign and production engineering job will be done and time and money 
will be used to the best possible advantage. 

Perhaps this description of the nature of the work of this new office 
will be clearer if I cite a few specific examples or illustrative situa- 
tions. 

I believe the most valuable and effective work we can do is to re- 
view major development and production programs, in progress or 
proposed, to make sure that each major program is logically and eco- 
nomically planned from the standpoints of economic production, 
evaluation of results, and effective maintenance of equipment in 
service. 

Some of the largest and most important development programs, 
fighter aircraft for example, as planned in the past, included too 
many types and sizes of weapons all under development at the same 
time, sometimes because no one was wise enough to pick out the suc- 
cessful types in the early stages of development, and sometimes be- 
‘cause of similar military requirements. 

I have been told that over the past 20 years 10 different aircraft de- 
signs have been developed for each design that survived to reach a 
useful life of quantity production and service use. No one, as I have 
said, is wise enough to pick the winners in early development stages, 
but I believe this ratio of 10 to 1 can be reduced by careful review of 
development programs to reduce the number of types and to eliminate 
unsuccessful types earlier in the process. 

There have always been competitive developments fostered by 2 
or 3 military services. This competition is desirable, and this repeats 
what Mr. Quarles said this morning, it should not be eliminated but 
it should be controlled. 

Someone has said facetiously that coordination of developments 
among the services is always too early or too late: too early to pick 
the winner and too late because too much “hardware” has been pro- 
duced, Those are the arguments we run up against when we try to 
curtail a program that is being started or is well underway. 

This coordination problem deserves careful study to reduce un- 
necessary duplication of types but not to discourage good competitive 
ideas. This is one of our important tasks in this new office. 
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I have said one of the objectives of good procurement policy is to 
give contractors time and opportunity to do a good production engi- 
neering job. This Office of Applications Engineering can, I believe, 
contribute to this end by recommending good contracting and pro- 
curement policies and practices; specifically, to avoid entering into 
quantity production contracts before a new weapon or piece of equip- 
ment has been thoroughly tested or before it has been engineered for 
production as described in the cartridge case example; and to pro- 
mote the “single responsibility contract concept” whereby the same 
contractor is made responsible for engineering development of the 
product, production engineering of the product, and for a considerable 
production program in order to check the quality and adequacy of 
the production engineering ; and to develop the full design potentiali- 
ties of the new type. 

This type of single responsibility contract has been used by the Air 
Force for some of the latest Air Force contracts. This is not a new 
idea. We are just going to get behind a good thing which we consider 
a good practice and give it more standing throughout the departments. 
Under this plan the airframe contractor is responsible for the design 
and procurement of everything that goes into the plane except the jet 
engines which are still Government furnished on a separate contract. 

The opposing type of contract is where the airframe is the respon- 
sibility of the aircraft manufacturer, but everything that goes into 
the plane is furnished by the military services under separate con- 
tracts. In addition to these broader reviews of policy and practices 
this Office of Applications Engineering can serve the military depart- 
inents by reviewing and recommending action in the field of specific 
production engineering problems. Two illustrative examples may be 
mentioned: We have in my office under review the heavy press pro- 
gram of the Air Force which involves many different operational 
problems, and which will determine the design and construction of the 
structural members of large supersonic aircraft. Other methods being 
developed under airframe construction include the idea of a welded 
steel bulkhead instead of the forged bulkhead, or built-up aluminum 
bulkhead. 

Those are production engineering problems that are under study by 
both the Air Force and airframe contractors that we can help with. 
We do not originate anything, or have any responsibility for them, 
but I think we can contribute to the successful solution of some of 
these production engineering problems. 

As another example of this general production engineering pro- 
gram, we are reviewing better methods of production of large quan- 
tities of electronics components required by guided missiles, proxim- 
ity fuses, and other mass-produced electronic equipment which are 
being developed under the sponsorship of the military services. 

An important responsibility of this office of applications engineer- 
ing of a different kind is the responsibility for the review of main- 
tenance engineering policies kind pentane: The maintenance and 
modification of aircraft and other Air Force equipment, for example. 
occupies the efforts of one-third of the total personnel of the Air 
Force. That is a rather startling statement, but it is a statement that 
I have seen and I have no reason to believe it is not correct. 

This is cited only as one example of the growing importance of 
maintenance activities of all of the services. As inventories of 
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weapons are increased the importance and volume of new production 
will decline, but the importance and volume of maintenance activities 
will increase. Also, maintenance of the new types of weapons of 
greater complication requires more highly trained technicians. It is 
not wide of the mark to say that the future fighting strength of the 
military services will depend on the quality of maintenance of their 
weapons and equipment. The general review and study of this impor- 
tant field at the Secretary of Defense level is one of the most important 
responsibilities of Applications Engineering. 

inally, the Department of Defense receives many suggestions from 
manufacturing corporations, inventors, small-business men, and other 
individuals for new ways of producing things and new types of pro- 
duction equipment. This office provides a place where these new ideas 
can receive adequate professional and objective consideration. 

In conclusion, I wish to express my appreciation for this oppor- 
tunity to explain the nature and objectives of this new activity. I 
hope that this statement will provide the committee with background 
pee more which will enable the committee to judge the future needs 
and the performance of the activity as we get underway. 

I will leased to answer any questions or furnish additional in- 
formation that the committee may desire. 

Mr. Wicctesworru. Thank you, Mr. Secretary. You have pointed 
out the work which you are undertaking with a present staff of 26 is 
new work, or at least is work that has never been set aside in one 
compartment in the Defense Department heretofore. 

r. Newsury. That is correct. 

Mr. Wiceteswortu. I understand, however, it is a function that 
has been found to be most helpful, if not essential, in the business 
world? 

Mr. Newsory. That is right. 

Mr. Wicereswortn. I assume it is reflected in such things as the 
cost of the end item that goes into production and the determination 
of the best type of end item that should go into production, and in 
other similar ways. 

Mr. Newsury. Yes, and including the time required for develop- 
ment and production. 


NUMBER OF TYPES OF AIRPLANES 


Mr. Wicciesworrn,. I notice with interest your reference to the 
number of types of airplanes. I am interested in that because person- 
ally I have felt for a number of years we were overdoing the number 
of types of planes very much. 

Do you happen to know how many types of planes we have in the 
Army, the Navy, and the Air Force across the board now ? 

Mr. Newsvry. I can give you an illustration of that. It may not 
be an exact response to the question you have asked because when I 
leave this committee meeting later this afternoon I expect to go to a 
meeting with Mr. Kyes who has called a meeting to consider what can 
be done to reduce the types and sizes of fighter aircraft. These types 
were all started as the result of the large appropriations made im- 
mediately after Korea. They are now under development and will 
finally be ready for service at about the same time. 
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Now, either some of those should be eliminated, or the development 
should be spread out over a longer period so they would come in at 
different times. 

Mr. Scrivner. Off the record. 

(Discussion off the record.) 

Mr. WiceeLtesworru. In your work to date, I assume it has been 
possible to exercise some control over new types of planes and other 
end items that may have been proposed. 

Have you or have you not made any changes to date in plane pro- 
grams that are under production 

Mr. Newsury. Not in many cases because we really have not gotten 
underway yet, but I personally was involved in the reduction in the 
case of one program, and I think that is one illustration of the kind of 
thing we hope to do in other situations. 


SINGLE RESPONSIBILITY CONTRACTS 


Mr. Wicetesworru. In speaking of the policy of having one con- 
tractor responsible for a complete airframe, I understood you to raise 
some question as to whether or not the engine should be included under 
that one contractor’s responsibility, or whether that should be left 
outside in a separate picture. 

Mr. Newsury. If I may restate what I said, I did not raise any 
question. I stated as a fact it was not being included, and personally 
1 do not believe that it should be included. If we can include every- 
thing else in the airframe in the prime contract, it will be a great 
improvement. 

Mr. Wiccieswortn. I can see that. I was just wondering why if it 
was sound to include everything except the engine it is not also sound 
to include the engine. 

Mr. Newsury. I am not ready to express an opinion based on an ex- 
tensive study of that, but as I understand that now, the development 
of a new jet engine is a much longer operation than the development 
of a new airframe, and the availability of the engine really has to be 
known, or should be known—which has not always been the case—be- 
fore the airframe contractor starts the design of his plane. He wants 
to know how much thrust he.can depend upon, the weight of the en- 
gine, the size of the engine, and all of that. Some of the delays in 
our present aircraft program are due to the delays in engine develop- 
ment. I think the engine development program really has to be set 
up as a separate major program. As we obtain a “stable” of avail- 
xble engines airframes can be designed with the knowledge of what 
engines are available. That is the main reason I think that engines 
should be left out of the airframe contract, at least at this time. 


CRASH PROGRAMS 


Mr. WiceLesworrn. Another statement I note with interest appears 
on page 6 of your statement, where you emphasize the objective of 
avoiding entering into anv | production contracts before a new 


weapon or piece of equipment has been thoroughly tested. That is 
another field where it has seemed to me in recent years there has been 
a great deal of need for overall supervision of some kind. 
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Mr. Newsury. Another way of stating the same thing is that we 
should not have crash programs. Again, these crash programs were 
not the result of the desire of the military services to do it that way, 
but because of, let us say, the climate that existed in 1950-51 with the 
estimate we were going to be faced with a D-day at a specifie date to 
which the military departments were really instructed to work to. 
For that reason everybody felt they had to go into these crash pro- 
grams. We do not feel that way now, and it is not the policy, as I un- 
derstand it from President Eisenhower down, that we are working 
toward a fixed D-day. That is my principal weapon in arguing 
against crash programs. We are not aiming at a specific time when 
we must have our full inventory of weapons and equipment. 


CONTRACT TERMINATIONS 


Mr. Wiccieswortu. That should result, should it not, in a reduc- 
tion in the volume of contracts terminated ¢ 

Mr. Newsury. Yes, although there may be more contracts termi- 
nated now to get our present program in an orderly shape. In the 
future, if we do a good job, there should be no contract cancellations. 
We did not do a good job say in 1950-51 when we did enter into so 
many of these crash programs. 

Mr. Wiceteswortu. I do not know if I have been correctly advised, 
but I understand there have been something like 27 percent of contract 
terminations, and the thought has been expressed to me that this has 
been in large measure due to the fact that instead of waiting until the 
weapon has been thoroughly developed and tested, contracts for pro- 
duction have been let pretty early in the game and then it has been 
found necessary to cancel a lot of them. 

Mr. Newserry. I cannot tell you anything from my own experience 
along that line. 

Mr. Wiccieswortn. If that be true, a proper control such as you 
suggest should tend to cut down, or eliminate such contract termina- 
tions, should it not? 

Mr. Newnerry. I have heard it stated, I believe by Secretary Wil- 
son, that what has been called contract terminations are really the 
decision not to enter into new contracts, increasing the previous con- 
tracts. There have been some large contract cancellations, but most 
of the reductions have been made in the failure to enter into proposed 
contracts. 

Mr. Wiceteswortn. But you do agree that there has been too early 
a conclusion of production contracts with respect to testing? 

Mr. Newsury. Yes; and in too many cases entering into production 
contracts before this job of production engineering has been done. 
That is where I think we can achieve results. } 

Mr. Scrivner. And before the item itself has been fully developed ¢ 

Mr. Newsury. That is right. 


CONSIDERATION OF-SUGGESTIONS 


Mr. Wiceteswortu. I think that you have made a very clear pre- 
sentation in your opening statement. ; 

I note that you propose to consider suggestions from manufacturin 
corporations, inventors, small-business men, and others for new ways 
of producing things and new types of production equipment. 
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Where have these suggestions for new ways of producing heretofore 
been considered ¢ 

Mr. Newsory. Directly with the military departments. 

Mr. Wicciesworrn. In three compartments instead of under one 
overall supervision ? 

Mr. Newsury. Yes; or wherever the inventor or interested party 
could find a good audience. This is a more orderly way of handling 
the business, and I believe it will be in a more interested agency. 

Mr. Wiceieswortu. When did you actually start operations, so to 
speak 

a. Newsury. I was confirmed the 18th of August. 

Mr. Wiccieswortn. And then it took you some time to build up 
your staff? 

Mr. Newsrury. It took considerable time. In November I was 
pretty well discouraged about the time it did take, but I feel now we 
are making good progress and have the nucleus of a good staff and a 
fairly clear idea of our field of operations. 

Mr. Wieeiesworrn. The work you are undertaking includes, 
among other things, as I understand it, a part of the work formerly 
carried on by the Research and Development Board and part of the 
work formerly carried on by the Munitions Board ? 

Mr. Newsury. That is correct. 

Mr. Wiceiesworrn. In your opinion, this control that has now 
been set up should result in substantial savings to the people of the 
country in the long run ? 

Mr. Newsury. We hope so, certainly. 

Mr. Scrivner. I am very juveribly impressed with the common- 
sense approach in this presentation. 

Mr. Newsury. Thank you very much. 


SURVEY OF CRITICAL MATERIALS AND MOBILIZATION PLANS 


Mr. Scrivner. And the program that you have set out is to a great 
degree an answer to some of the criticisms that the members of this 
committee have made in previous years, and if it works out as well 
as you think it will, and as well as we hope it will, I think perhaps 
some of the vexatious problems we have met in the past will not 
reappear. 

It is one of the situations that we have discussed in this committee 
in previous years. It appeared at many times that many of these 
men, particularly in defense, would come up with a good idea for a 
good item and they would start working on it only to find later what— 
there is not enough of the source of material available; there are not 
the types of tools and presses needed; there are not the skilled per- 
sonnel, so that leaves a question in my mind as to whether or not, 
although you have not said it here, in discussing all these production 
programs, you do take into consideration, or make a study of the 
availability of certain materials, some of which are critical and some 
of which we are going to have in our new planes, and whether or not 
you make a survey of industry to determine the availability as to 
your tools and presses, factories, skilled workmen, and all of that? 

Mr. Newsury. That is correct, although some of the things you 
have mentioned, I think, come within the field of the Assistant Secre- 
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tary of Defense for Supply and Logistics, because he is responsible 
for the survey of critical materials and mobilization plans. 

Mr. Scrivner. I know, but before it gets to him it would seem to 
me that would come up first in your shop. 

Mr. Newsvry. It does. I do not mean that we would not be in- 
terested and do whatever we could, but I mean that we are not doing 
the whole job. 

Mr. Scrivner. Without mentioning the item itself, because it might 
embarrass someone sometimes, there was one item that was suggested 
and it looked like it was the answer to a dream. If I recall correctly 
they had even gone so far as to enter into contracts only to find the 
material to make the number of items which they were contracting for 
would require between 4 and 5 times as much material as there was 
available, or would be available for some time. We have gone that 
far, and that caused the expenditure of a great deal of money. Sure, it 
was good, but we could not make it. 

Mr Newsury. We would certainly consider everything of that 
kind. 

Mr. Scrivner. That is one of the reasons I asked the question. 

Mr. Newsory. I would like to go off the record, if I may. 

(Discussion off the record.) 

Mr. Forp. Off the record. 

(Discussion off the record.) 


AUTHORITY OF OFFICE 


Mr. Miuuer. Mr. Secretary, the only question I wanted to ask has 
to do with the extent of your functioning as between research and 
development and actual production. I understand your advisory 
role and that you make recommendations to the Secretary. Do you 
have the power to step in and tell people, “This is too expensive a way 
to manufacture thus and so,” after you have turned it over to the 
manufacturers ? 

Mr. Newsury. We can only act through the Secretary’s Office. We 
have no authority of our own. 

Mr. Muter. In other words, you evaluate what is going on, and you 
have no authority on your own. But when you see something which 
you feel is against the interest of the end desired you report it to the 
Secretary and he takes such action then as he sees fit on your recom- 
mendation ? 

Mr. Newsury. That is correct. 


PREPRODUCTION COSTS 


Mr. Hruska. Mr. Secretary, perhaps some of this ground has al- 
ready been covered, but I should like to relate it to some of the specific 
ho which we consider later on in line-by-line consideration of the 

udget. 

Last spring in connection with the request for a relatively ve 
substantial appropriation, something around $200 million, on the proj- 
ect 134, entitled “Preproduction costs” for aircraft procurement, the 
area covered by ee ae naar costs was described by Colonel Zoeckler 
somewhat as follows: He said that this activity was related to three 
distinct areas of activity. 
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The first of these areas is the conversion of developmental aircraft 
and equipment to production status. 

Th second is related to manufacturing methods projects identifiable 
with projected procurement programs. 

The third area is associated with the possible future requirements 
to finance long lead time items to maintain continuous production if 
attainment of reduced reorder lead time is not possible. , 

Now may I ask you what relation your work will have to this type of 
thing I have just described? 

Mr. Newsury. The first two I think come definitely within the field 
of production engineering; that is, preproduction costs. 

Mr. Hruska. You would oversee that and supervise it in the fashion 
that you have previously described # 

Mr. Newsury. Yes. 


INDUSTRIAL MACHINERY, ETC.—HEAVY PRESS PROGRAM 


Mr. Hruska. With relation to another item here that has to do 
with project 131, “Industrial machinery, equipment, and -facilities,” 
provision is made for industrial expansion to meet scheduled produc- 
tion rates. Included in that is this heavy press program. Would 
that also be within your purview? 

Mr. Newsvry. The technical aspects of the heavy press program 
are very definitely in our purview, and that is an active subject in our 

The provision of funds I am not so sure about. Let me say this 
in connection with funds: Our charter does provide that Applica- 
tions Engineering has a responsibility for the approval of production 
funds, but the procedure in that case is that the interested Secretary 
of the military department has the responsibility for the approval 
of the funds, but he advises the interested Assistant Secretary of his 
action and at that time we can take any action through the Secretary 
of Defense that we think is advisable as to approval or disapproval. 

Mr. Hruska. By way of curtailing or by way of actual use of those 
funds which have been allocated ? 

Mr. Newsvury. I mean the approval of the funds; that is, the ap- 
proval of the program. If they do not have the funds they cannot 
go ahead with the program. That will come up mainly in connection 
with entering into a production contract. 

I might mention one case that has come up recently in connection 
with a program where the Army wished to increase the production 
rate. It had been approved at a stated rate per month, and I think 
in order to equip the proposed forces within a given time they wished 
to increase that rate. Secretary Stevens made the recommendation to 
Mr. Wilson that next went to the Assistant Secretary of Defense— 
Comptroller—and then to Mr. Quarles and to me. In that case we all 
approved that action. 

If I, for example, had believed that the program was not ready for 
that increased production or for any reason it should not be approved 
I would have protested the approval of that by Mr. Wilson and he 
os have taken what action ie thought best back through Secretary 

tevens. 
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AIRCRAFT GROUND HANDLING EQUIPMENT 


Mr. Hruska. One other project is project 133, entitled “Aircraft 
Ground Handling Equipment.” It has to do with the procurement 
of initial requirements for contractor-furnished special tools, test, 
and ground-handling equipment, as well as initial requirements for 
newly developed items engineered by other than the end item con- 
tractor. 

Would that fall within that general category of maintenance? 

Mr. Newsury. Some of it would be maintenance. Ground handling 
might mean trucks or fuel equipment and that sort of thing. 

Mr. Hruska. They give some examples of aircraft jacks, portable 
blowers, portable air compressors, hydraulic test stands, and the like. 

Mr. Newsury. Test stands would be part of the maintenance equip- 
ment. Blowers probably would be operational equipment. 

Mr. Hruska. Cabin pressurization testers and aircraft maintenance 
workstands. 

Mr. Newsury. Maintenance is within our area. 


SERVICE TESTING 


Mr. Hruska. The final one is with respect to service testing. Is 
that within your department ? 

Mr. Newsury. Yes. 

Mr, Havens. That comes after the research and development; does 
it not? 

Mr. Newsury. Yes, definitely. Service or user test is within our 
area. That comes after a fairly complete engineering development. 

Mr. Hruska. As I understand it, this preproduction cost for a long 
time was not allowed as a separate item, but it was just blanketed 
within the general area of manufacturing cost.. For the purpose of 
a little closer scrutiny I imagine it has been placed as a separate budget 
item. Now comes this reorganization, which you figure will lead 
further along on that toward giving that activity a separate entity 
of its own; is that correct ? 

Mr. Newsury. Yes. We have discussed whether there should be 
a separate budget classification for Applications Engineering. I do 
not believe that is necessary, and I certainly do not want to compli- 
cate the budget picture still further by an additional classification. 

Mr. Hruska. feonck that budget for practical purposes be arrived 
at by the addition of several of these types of items which relate 
particularly to your subject matter? 

Mr. Newsury. Yes, I think so. 

Mr. Hruska. That will be all, Mr. Secretary. 


BACKGROUND OF SECRETARY 


Mr. Suerrarp. Mr. Secretary, I was very interested in your pres- 
entation of your experience. I see that in 1947 you went into retire- 
ment and then came out again. It is rather intriguing to know that 
a man with your engineering experience and academic training would 
become so interested in economics that he would write a book on it. 
It is somewhat of an exception to the rule; is it not? 
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Mr. Newsury. Yes, but that is not surprising. For Westinghouse 
I was an economist in charge of their sales and business forecasting. 
When I retired I was very much interested in it, and it was more an 
avocation then than anything else. 


TITLE OF ORGANIZATION 


Mr. Sueprarp. There is one thing about the title of your organiza- 
tion that I am inclined to quarrel a little bit with, and that is the 
wording “applications engineering.” To me the word “applica- 
tions” means a flowing of potentials. 

Mr. Newsury. I agree with you 100 percent. 

Mr. Suerrarp. The duties of your office, as you have them in the 
statement, are such that I am inclined to believe that the title of “Ap- 
plied Engineering” might have been more factual. Then if the 
authority were vested in that particular group to consummate what 
their thinking indicated should have been accomplished it would 
have been a splendid approach to this thing. It 1s not that I am 
quarreling with the present title, for I do not know who suggested 
that “applications engineering.” 

Mr. Newsury. I am afraid the Rockefeller committee is guilty; 
and I say “guilty” advisedly. 

RM ce Snerrarp. They are capable of mistakes just like other human 
ings. 

Mr. Newsvry. The choice of that word could have been avoided. 
I would have preferred the simple term of “production engineering” 
rather than “applications engineering.” 

Mr. Suerrarp. Well, with your engineering background I can un- 
derstand your attitude quite well, and I think it is applicable. 


SELECTION OF MANUFACTURERS 


Now in your general comments you have referred to the selection of 
manufacturers in certain fields; that is, to produce certain objects 
required, or instruments or what not. 

Mr. Newsury. Yes. 

Mr. SHerrarp. Following through with the operation of your De- 
partment in its program of ability to recommend, have you had any 
orders as yet, or is there anything in your thinking aside from the 
engineering technique you would normally apply, for instance, as to 
depressed or distressed areas, which would controvert your own en- 
gineering decisions as to where this should be operated or produced ? 

Mr. Newsury. So far as our responsibilities go, our first responsi- 
bility is to see that the equipment is produced most economically and 
satisfactorily. I appreciate we have to consider other requirements 
the Congress has set up regarding depressed areas or small business 
and so on. Those things must be considered, but first we consider it 
our responsibility to see that the technical considerations receive 
attention. 

Mr. Suerrarp. In other words, you have not been in your present 

sition long enough to be able to determine whether or not you would 
ce to be guided to place a contract of production within X geo- 
graphical area because of its depressed condition, as against B 
geographical area, both of them being competent to produce the article 
you require produced. 
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Mr. Newsrory. That is correct. We have not run into that situ- 

ation, but I assume you understand we have nothing to do with the 
—_ letting of contracts. We can only recommend practices and 
rolicies. 
Mr. Suerparp. That isright. Perhaps I have an erroneous concept, 
but I was under the impression that you would be somewhat fortified 
through the technicians within your own staff, for example, to say that 
hypothetically General Electric people are more competent to produce 
in this field of electronics than Smith Bros. or Jones and Smith. 

Mr. Newsury. I do not visualize we will ever get into that situation. 
- is primarily the responsibility of the military departments to decide 
that. 

Mr. Sueprarp. Then insofar as your field of operation is concerned 
it is to the determination or refining of the functions in a considerable 
field of operations, militarily speaking, and recommending from your 
findings and conclusions, through conferences and otherwise, on cer- 
tain operational functions, which go to the Secretary; and then you 
stop there? 

Mr. Newsury. Yes. 

Mr. Suerrarp. You have nothing to do with the influence of X 
Corp. being an old producer in the field as against new producers, or 
anything of that character ? 

Mr. Newsory. Not at all. 


COMPETITIVE BIDDING 


Mr. Suepprarp. Now, in your response to an interrogation of one of 
my colleagues, you made some comment about the operation of com- 


petitive bidding, which you were interesting yourselves in. What do 
er mean by that? Can you explain that to me, wherein competitive 
idding might be more costly or less costly ? 

Mr. Newsury. I made a reference to competitive bidding in the 
introduction, on the use of the single responsibility type of contract, 
wherein in past practice a contract has been let for the development 
of a new weapon. Then with the development presumably completed 
the contract for production has been thrown open to competitive bid- 
ding, and a contractor who has had no previous experience makes a 
low bid, which may be the result of ignorance as to the real conditions 
involved. Then he gets a contract where he has had no experience with 
the development. You cannot transfer the complete knowledge of a 
job through a set of drawings or specifications. You have to live with 
it to really know it. 

I said it was better that the form of contract include the develop- 
ment operation and a reasonable quantity of production to prove out 
the development, by the concern that did the development work. 

Mr. Suerrarp. When that development is over and you know you 
have a completely operational unit, whatever that unit may be, then 
you could enter into the competitive field. 

Mr. Newsury. Yes. 

Mr. Suepparp. Because you would have had complete designs and 
specifications and would know what you wanted to buy; is that correct ? 
Mr. Newsury. That is correct; yes, sir. 

_ Mr. Suepparp. I think you are on the right track, because a recent 
investigation I was involved in, very frankly, indicated we are spend- 
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ing a tremendous amount of money by going into the field of something 
we want when we have not yet determined what we want, and we have 
left it to the imagination of the manufacturer, through his technicians, 
They are cababts men, I grant you, but there is that hiatus between 
what is desired and that of actual production, which is a great one, as 
you undoubtedly know, having been in it. 

Mr. Newsury. Yes. 

Mr. Sueprarp. It has cost us a tremendous amount of money. For 
example, out on the west coast there was a contract let to make what 
we call today wrap-around shells. I think you are familiar with 
them. The dimension was a 0.55, if I remember correctly. 

We paid a certain contractor, let us say for the sake of discussion, 
$75,000. He produced a wrap-around shell that went through the 
testing program satisfactorily, and he had all the mechanical devices, 
the jigs, et cetera, and so forth, to go ahead, and he produced the 
shells. 

The thing that happened is just what you referred to. They 
changed it into a bid, and a competitor came in and bought the job, 
and then, dependent upon getting what they call extensions on his 
contract, amplifications, or whatever you may see fit to call it, he 
built himself up. ‘Those are the practices that are very costly that 
I assume your committee or your group is going to be very much 
interested in. Am I correct in that? 

Mr. Newsury. That is right. We can guide policies in those mat- 
ters but we will have nothing to do with individual contracts. 


PRODUCTION ENGINEERS 


Mr. Suerrarp. Perhaps I missed it here in your statement, but how 
many production engineers do you have on your staff? I mean liter- 
ally production engineers. 

Mr. Newsury. I have not divided them between design engineers 
and production engineers, but so far we only have about 14 combined. 

Mr. Suerrarp. Do you recognize a line of demarcation there your- 
self ¢ 

Mr. Newsury. No; because if a man has had either one or the other 
experience I think he can cover anything in that field as far as we go 
into it along policy lines, 

Mr. Surpparp. Personally I dislike to run across statements where 
it appears that certain divisions are established but their duties are 
those of recommending; period. I think what we need in an entire 
operaton, governmentally speaking, is a little more “ ‘no’ men” instead 
of what I call permissive men. I think we would get further with our 
expenditures if we had more of them. 

am not criticizing this administration any more than I did its 
predecessor. I am just talking about a cold-blooded operation, one 
that puts out results. : 


MAINTENANCE AND MODIFICATION OF AIRCRAFT ° 


Now I notice a statement of yours reflected on the bottom of page 7, 
in the last paragraph, and I quote: 
The maintenanee and modification of aircraft and other Air Force equipment, 


for examples, occupies the efforts of one-third of the total personnel of the 
Air Force. 


I 
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I am sure you are right in the percentage application there and 
I have no quarrel with that. In fact, I think you might be a little 
conservative. 

Assuming that that is correct, we have two concepts. The business 
people that are in business enterprises say, “We can do the modifica- 
tion and overhaul on planes and powerplants cheaper than the Federal 
Government can,” and in some instances they have proved it, even 
though they have to write off depreciation, insurance, and so forth, 
which the Federal Government does not have to do. 

And then our military people come along and they say, “Well, we 
have to follow at least a proportionate function in this field because 
our personnel have to be trained when it gets into field operations 
where we could not pick up the private businessman and take him 
with us.” 

So there is a difference of opinion that is a little disturbing to re- 
solve, but somewhere along the line there has to be somebody to draw 
that line of demarcation as to how far we are going to industrialize 
the military to the detriment of private business. 

Mr. Newsury. Yes. 

Mr. Suerrarp. Have you given that any thinking prior to your 
coming into the present operation, or since then ¢ 

Mr. Newsvury. We are giving it a great deal of thought right now, 
because we believe a solution of that is that the military will do part 
of it and private industry should do part of it, and private industry 
should do more than it is now doing, for a reason other than cost. 

I am thinking now of turbojet engines particularly. The manufac- 
turner of the engine should see the results of operation of his product, 
and he can do that best by doing maintenance work on the product. 
The engine manufacturers would like to do that. There is no better 
way that they can find the defects and the need for improvement of 
their product than to see what goes wrong with it in service. 

Mr. Suerrarp. Well, you know, your statement there is quite apro- 
pos. I found, Mr. Chairman, on five different military projects of 
overhaul, modification, et cetera, where civilian personnel had left 
the employment of the Government and were being hired at higher 
salaries in private operations, and they had been returned right back 
to the field by the manufacturer. That I thought presented a rather 
intriguing picture, industrially speaking. 


CONSIDERATION OF SUGGESTIONS 


Now you have here on page 8 in the second paragraph a very 
interesting comment, and I quote: 


Finally, the Department of Defense receives many suggestions from manu- 
facturing corporations, inventors, small-business men, and other individuals 
for new ways of producing things and new types of production equipment. 
This office provides a place where these new ideas can receive adequate profes- 
sional and objective consideration. 

Mr. Secretary, I would like to have you explain that in explicit 
detail for one reason. There is no criticism toward you intended, 
as I said before, but the experience all through this Government 
in the past has thoroughly indicated that we have had many fine 
suggestions brought to Washington and could not have a single soul 
sit down and listen to them long enough. 
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Mr. Newsury. I have heard that same statement. 

Mr. Suerrarp. Certainly in your position you are going to have 
such a multiplicity of problems within your own duties that I cannot 
conceive of your being in a position to handle that aspect. Now, 
what type of a person or what group of persons do you have you are 
going to designate to that field¢ To me that is extremely important. 

Mr. Newsury. It will be the same kind of people as we need for our 
other work. In fact, it will be the same people working on every- 
thing we do in design and production engineering. 

Let me cite you a case that has come up in the last few weeks. 
A manufacturer in Michigan developed a different method of rolling 
the teeth of splines instead of cutting the teeth. It is a very much 
less expensive operation. What we did was to decide that that was 
an interesting thing. 

We referred it to the Army, because its application would be in 
pen They have sent it to the Tank p Pres fn Detroit for further 
study. 

That is the type of thing I had in mind. 

Mr. Suerrarp. I am very, very pleased to see this operation estab- 
lished within some responsible division of Government, because there 
is an avenue or entre, in other words, where a considerable benefit to 
the Federal Government can be derived if intelligent and sympathetic 
reception is available for the people who have the ideas. I know you 
are going to be submerged with a lot of “crackpotisms” but if you get. 
1 out of 50 it is not a bad average. 

Mr. Newsvrn. I will say 1 out of 100. 

Mr. Suerrarp. I accept that modification. 

Mr. Newsrury. Off the record. 

(Discussion off the record.) 


HEAVY PRESS PROGRAM 


Mr. Suerrarp. I have one more question. I noted in response to 
the interrogation of one of my colleagues you made reference to the 
heavy press program. How far have you gotten into that heavy press 
program as of now? [ 

Mr. Newrury. I have had one of my men study it. He made a trip 
to the one press installation that is in operation, and we had a very 
complete story from the Air Force people who are in charge of that. 
We have recommended that the present program which has been very 
considerably reduced from the original—it now includes only 4 forg- 
ing presses and 5 extrusion presses—be allowed to go ahead, and we 
will keep in touch with it to see that it does go ahead and is given 
adequate attention as it proceeds. 

Mr. Surrparp. Then you feel that insofar as the so-called heavy 
press program is concerned, or let us say even the small press or inter- 
mediate press aoe is concerned, it does have a very important 
place in our scheme of production, when properly applied ? 

Mr. Newsvury. It is absolutely necessary for these larger high- 
speed planes. I do not know whether you know that the wings now 
are very large and that heavy forgings are necessary to meet the 
stresses that exist in these high-speed planes. They require forgings, 
where previously it was just a built-up skin of metal. 
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Mr. Suerrarp. Some of the critics of the press program have stated, 
as nearly as I can recall the phraseology, that the present method 
of rolling, because of the tapering of the material upon which you 
were working, was more satisfactory than that of pressing, because 
of the so-called unequal premise that you had to bring your com- 
paction into being with. What is your thinking in that? Do you 
think rolling is a more accurate process than we can possibly achieve 
by pressing ? 

Mr. Newsury. Well, the heavy-press program is intended to form 
the struts and the transverse members of the wings, not the outside 
skin. 

Mr. Suepparp. I see. And in that, because of its different contour 
structure, if I may use that terminology, it would certainly preclude 
it from going into the steel-production category, which, as I interpret 
it, is pretty much a flat operation. We do have angular, of course, 
but I mean generally ns as compared with the cross members 
and internal operation of your plane and fuselage. Is that correct ? 

Mr. Newsury. That is right. 

Mr. Suerrarp. No further comments or questions, Mr. Chairman. 
Thank you. 

Mr. Wiceieswortu. Thank you very much, Mr. Secretary. 


Fripay, Fesruary 5, 1954. 


DEPARTMENT OF THE ARMY 
PLANS AND PROGRESS IN SUPPLY MANAGEMENT 


WITNESS 


HAROLD PEARSON, DEPUTY UNDER SECRETARY OF THE ARMY 


Mr. Wiceieswortn. The committee will come to order. 

We have with us this morning Mr. Harold Pearson, the Deputy 
Under Secretary of the Army, who is going to tell us something 
about the Army problems, plans, and progress in the field of supply 
management. 

At this point in the record I shall appreciate it if you will insert a 
brief statement covering your background of experience. 

(The information is as follows :) 


BusIness BACKGROUND 


1919-33 : Mail-order and general-store merchandising: J. P. Penney Co.; Sears 
Roebuck & Co.; and finally, as assistant general merchandise manager, Mout- 
gomery Ward. 

1934-47 : Entered the financial area as comptroller for Montgomery Ward, later 
becoming vice president and treasurer, and member of its board of directors. 

October 1950 to April 1952: Consultant to the Secretary of the Army, with 
specialized attention in merchandising or supply management areas of Army 
operations. 

May 1952 to March 1953: Deputy Under Secretary of the Army in the pro- 
curement and supply management area. 

March 1953 to present: Deputy Under Secretary of the Army in the financial 
management area. . 


Mr. Wiceieswortn. We shall be very glad to hear from you, Mr. 
Pearson. 
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GENERAL STaTeEMENT 


Mr. Pearson. Mr. Chairman, gentlemen, with your permission, I 
will undertake during the next hour to outline for you the scope and di- 
mensions of the Army’s problems in supply management and to de- 
scribe our plans for self-improvement in this broad area. 

No one knows the value of Army inventories. Informed estimates 
»lace the value at somewhere around $30 billion, give or take a few 

illions one way or the other. We know that the Army presently 
has about $6 billion on order but undelivered. The total of the on 
hand and on order probably lies between $35 and $40 billion—all of 
which has been funded by the Congress. This is probably the largest 
inventory and on-order position ever accumulated within one unit of 
management responsibility. As a matter of fact, it is roughly equiv- 
alent in value to the total of all inventories of all retailers of all things 
in the United States. 
CONTROLLABLE ITEMS 


80 percent of all controllable Army expenditures 
goes for the procurement of things and for the operation of our dis- 
tributive system. For this reason, the attention of the Secretary and 
the Army Staff has during the past year been focused upon the de- 
velopment of plans for the improvement of the Army’s performance 
in supply management. 

Mr. Manon. If I might interrupt, it would be helpful to have a 
little explanation of “controllable.” The number of men in the forces 
is controllable. About every thing I know of in the operation of the 
Army is controllable. Why do you use that word? 

Mr. Pearson. There are basic controllable decisions which, once 
made, create a sequence of otherwise than uncontrollable relation- 
ships; such as the pay of each rank of many in the Army, once the 
rate is fixed; the very close cost of feeding them and of clothing them, 
and so forth. Then there is the fixed basic cost of the power used 
and the heat used in the basic Army plants. We think those things, 
after the basic decision on the size of the Army is reached, are generally 
largely not controllable, as are the things we can take hold of and over 
whieh we can exercise complete control. 


EFFECTIVENESS OF PROCUREMENT CONTROLS 


This attention has developed a broad program containing six 
major segments. Five of these deal with specific policies, while the 
sixth deals with the development of accounting data through which 
effective management and control may be accomplished in the supply 
area. I will touch briefly upon the progress already accomplished in 
the five policy segments of the broad program, but first, let’s look at the 
overall effect. This chart shows by quarter for each year since ac- 
tion began in Korea the value of obligations placed (red line), the 
value of deliveries as measured by expenditures (blue line), and the 
quarterly balance of undelivered contracts or unliquidated obligations 
(green line). Obligations placed ran as high as almost $6 billion 
in the third quarter of fiscal year 1951, peaked again at just over 
S4 billion in the third quarter of fiscal year 1952, with the result that 
by the end of fiscal year 1952 the undelivered balances of contracts 
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(unliquidated ang erp had exceeded $14 billion. Action in Korea 
had stabilized by this time and it became evident that improved con- 
trols of procurement actions were needed. Actions taken forced the 
red line of new obligations in an almost unbroken downward trend to 
substantially zero for each of the past two quarters. As a matter of 
fact, for the first half of fiscal year 1954, the Army’s net procurement 
(contracts awarded minus contracts canceled) amounted to only $264 
million including procurement from all sources of Army funds— 
MPA, maintenance and operation, procurement and production. By 
way of comparison, the Army’s total net procurement in the first half 
of fiscal year 1954 was 90 percent less than during the same months of 
the preceding fiscal year. 

Further evidences of the effectiveness of procurement controls which 
the Army has established are: 

(a) permitted $320 million of obligational authority in MPA and 
management and operation accounts to lapse at June 30, 1953; 

(6) was in a position where the House Appropriation Committee 
could direct that $285 million of excess cash in the Army stock fund 
be returned to the Treasury at the end of fiscal year 1953; 

(ec) carried over unobligated at June 30, 1953 a total of $1.8 billion 
of “no year” money in the procurement and production account ; 

(d) is presently in the process of voluntarily offering to return an 
additional $250 million to the Treasury from the excess cash generated 
in the Army stock fund by the reduction of inventories; and 

(e) will carry over from fiscal year 1954 sufficient procurement 
and production funds to meet all presently contemplated requirements 
of the following fiscal year. 


CONTRIBUTIONS TOWARD ACCOMPLISHMENTS 


Substantial contributions toward these accomplishments were made 
— increasingly effective application of the five policy segments 
about which I spoke earlier. Briefly, these are: 


1. To shorten the pipeline, simplify and expedite procurement, and 
to improve control of the input into the supply system, the Army pol- 
icy is to buy all commercial-type pas ig and equipment, including 


spare parts, wherever practicable under open end or call-type con- 
tracts which provide that contractors undertake to supply the Army’s 
needs for a stated period. This form of contractual relationship 
with suppliers has now been established covering 247,000 items of 
equipment and material. This covers about one-third of the items 
considered practicable for this type of contracting. The balance will 
be gg as rapidly as the need for procurement makes such action 
possible. 

We have been ese little and so infrequently that we are slow, 
of Seem in accomplishing full coverage in applying the new buying 
policy. 

Navy Scrivner. Is this what has been referred to as buying off the 
shelf. 

Mr. Pearson. This accomplishes the closest possible control of the 
input into the supply system while we are living off the shelf. 

There is a more precise and closer treatment of the “living off the - 
shelf” a little further. 
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OPEN-END OR CALL-TYPE CONTRACTS 


Mr. Wiceieswortn. What is meant by the term “open-end” or 
“call-type” contracts ? 

Mr. Pearson. That is a contractual arrangement by which the Army 
goes to an industry and invites bids from that industry to supply the 

rmy’s needs for a stated period of time. For instance, let us take 
shoe laces. 

We use about 5 million pairs of shoe laces a month. We cannot tell 
precisely that it will be 5 million. We cannot tell precisely where we 
will need those shoe laces 

We go to a manufacturer or to an industry and select the most ad- 
vantageous offering, and he undertakes to supply our needs. Per- 
haps in 1 month we will order from him less than 5 million, but in 
another month more than 5 million. 

He adjusts his production, which is surprisingly stable, to meet those 
needs as that goes along. 

Then the using agency or the requiring agency makes a very direct 
order upon that manufacturer, “Ship me a case of shoe laces.” So in 
contrast to the previous practice, where we would go out and award 
a contract for 50 million pairs of shoe laces, and have them delivered 
to our depots, where they were stored at a very high cost, of course, and 
then reshipped to the using agencies, we are establishing this in this 
way, preserving all the required protection of Government buying, 
with a more flexible relationship with the producer of the product. 

Mr. Wiceteswortu. No specific number of shoe laces is specified 
until the actual need arises ? 

Mr. Prarson. Yes, sir; that is correct. We have both the quantity 
and the place of need and the time of need open. Those are the three 
factors we have in the best form of buying always specified ; a quantity, 
a place of delivery, and a time of delivery. 

Here we specify the broad area of quantity as “somewhere in the 
neighborhood of 5 million pairs of shoelaces a month” leaving open 
for later and therefore more precise determination the time when we 
will need them and the places to which we would like to have them 
shipped at that time. In that way we shorten very substantially the 
supply pipeline. 

fr. SHerrarp. Will the gentleman yield at that point? 

Mr. Certainly. 

Mr. Suerrrarv. What influence does that have on the cost factor, 
by operating in the open-end contractual procedure? 

Mr. Pearson. There is no known cost increase as a result of it. As 
a matter of fact, the manufacturer enjoys a substantial advantage 
under this circumstance, because he can stabilize the input of his raw 
materials and his employment of people and the use of his equipment, 
and each month can make about some predetermined quantity ar- 
ranged in this manner. 

Mr. Suepparp. Is it reasonable to assume you -would also have the 
benefit of fitting that production program into a civilian requirement 
as well? 

Mr. Prarson. He does have; yes, sir. Efficiency results, of course, 
from both benefits. 

Mr. Suerrarp. Thank you. 
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Mr. Pearson. 2. To reduce the tonnage of supplies handled through 
the ZI depot system, the Army policy is to ship as much as possible 
direct from the manufacturers to the using agencies or to the ports for 
overseas shipment. Presently, 57 percent of all commercial-type, cen- 
trally procured supplies are moving direct from manufacturers 
to using agencies with resulting substantial reduction in depot in- 
ventories, handling costs, and transportation. 

3. The transfer of stocks from one depot to another in an effort to 
have supplies at the point where the need exists used to average about 
60,000 tons a month. To save depot handling costs and otherwise 
wasted transportation costs, a campaign to reduce interdepot ship- 
ments has resulted in about a two-thirds reduction of the crosshauling 
or “joy riding” of supplies. 

4. The Army has always had stock levels to guide in the determina- 
tion of quantities to be carried, and for many years ZI depot stock 
levels have been fixed at a maximum of 3 months. Stock levels have 
not been always enforced. For the past several months all technical 
services have been operating under a strict admonition to take no 
procurement actions of any kind which would result in a subsequent 
violation of stock levels. The enforcement of this- rule is accom- 
plished through teams of inspectors representing the Assistant Chief 
of Staff, G-4, General Palmer, who is here with me now, in the exam- 
ination of procurement actions in all major procurement offices. 
These teams are empowered to embargo all procurement in any office 
where violations are found. Presently, there are no known violations 
except as specifically authorized in each individual case by the As- 
sistant Chief of Staff,G—4. This close control of the placing of orders 
and, hence, a close control of the input of the supply system will 
ultimately accomplish the desired relationship between supply and 
demand. The result, of course, is much less than normal buying 
during the past several months as reflected by the trend of the red line 
in the chart shown earlier. It is the application of these policies 
that we have discussed which has contributed so substantially to the 
trend that is seen there by that red line. 

5. As a consequence of three wars and years of failure to take timely 
disposal action, Army depots contain vast quantities of obsolete 
stocks of both commercial and military types. Without any con- 
sideration of surplus stocks in posts, camps, and stations and in over- 
seas commands, we initially—about a year and a half ago—estimated 
disposal surplus property at $2.5 billion and last spring undertook 
an aggressive campaign to dispose of this property. The program 
was in full swing by last fall and reached a peak disposal of $149 mil- 
lion, acquisition cost, in October. In December 1953, we disposed of 
$114 million. Our plan is to keep a constant, unremitting pressure 
until the depots are cleared of these unwanted stocks and free of 
these costly and time-consuming burdens. Despite the progress made 
to date, the problem is far from solution and is being aggravated by 
our improving knowledge of surplus stocks at posts, camps, and sta- 
tions and in overseas commands. There will be a later discussion of 
this point in some detail. 

The foregoing segments of the Army’s overall program for improv- 
ing its performance in supply management have each made some 
tangible and important contribution, but it could not be stated that 
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the Army was truly in command of its supply management problems 
until it had acquired the accounting data necessary to establish true 
controls at all levels. This is the final, and perhaps the most impor- 
tant, of the several segments of the overall program. 


ACCOUNTING PRACTICES 


_ The Army’s plan for the accomplishment of this purpose of acquir- 
ing solid accounting data was developed during May and June of 
last year and was discussed with your committee at that time. During 
the intervening 7 or 8 months, we have all been actively engaged in 
the implementation of the program and the following presentation 
will be an interim report of progress. 

Like most Government agencies, the Army has traditionally kept 
its books on the basis of appropriations accounting. With minor ex- 
ceptions, the accounting practices followed the long outmoded single- 
entry cashbook type of accounting methods and thus produced records 
which were really more statistical than professional accounting by 
modern standards. Also characteristic of Government agencies, the 
Army accounts did not record assets of any nature. Hence, money 
spent for the procurement of things, either real or personal property, 
was not accompanied by an offsetting entry creating an equivalent 
asset. Accordingly, the Army had no accounting means of regularly 
ascertaining the value of its inventory assets, but would from time to 
time attempt to estimate the value of our inventories by extending 
estimated tonnages on hand by estimated values per ton and using 
other expedients of this nature. As you can imagine, the results were 
somewhat less than reliable and were not useful tools for the day-to- 
day working management of inventories. With only a few relatively 
minor exceptions, the Army had no reliable fiscal means of knowing 
the trends of its inventories and, therefore, had no means of regularly 
relating supply-and demand and was quite unable to project in a 
fiscal sense its inventory requirements. In short, we did not possess 
even the most rudimentary records with which to measure progress 
or defend logistical programs, nor did we utilize any of the modern 
methods employed by distributive industries in the fiseal control of 
inventories and related procurement actions. 

The need for such accounting records was recognized by the Con- 

in Public Law 216, approved August 10, 1949, passed by the 81st 
ongress title IV, section 410 of which reads in part: 

The Secretary of Defense shall cause property records to be maintained, so far 
as practicable, on both a quantitative and monetary basis * * * 
This is a good law, but the Army had done little of substance to com- 
ply. We have to remember, of course, that during the last 3 of those 4 
years the Army was engaged in action in Korea, and involved in sup- 
plying that action. 

© accomplish the intent of Public Law 216 and to provide the Army 
with the management tools with which it could effectively regulate 
procurement and distribution, the Secretary of the Army about 7 
months ago approved a plan for the installation of modern “double 
entry” accounting records and systems covering all bulk stock inven- 
tories within Army cognizance wherever located—worldwide. 
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If a task of these dimensions were to be attempted in the customary 
manner involving long, detailed surveys, staff analysis, “i”-dotting and 
“t”-crossing of many manuals, instructions, regulations, etc., the time 
consumed could reasonably run into several years before much of the 
potential benefits could be realized. The Secretary chose a more di- 
rect course and adopted a program which contemplated the “crash” 
installation in all bulk stock inventory areas throughout the world. 
In doing so, we recognized that there would be defects in the early 
statements and details of procedures which would be subject to sub- 
sequent refinements and improvement. The decision was reached to 
get the job done on a “crash” basis in order to acquire as many ad- 
vantages as possible as quickly as possible, with refinements and 
improvements to follow later. 

To provide professional competence, and to establish the lasting 
hallmark of professional soundness, the Secretary, as many of you 
know, authorized the engagement of six firms of certified public ac- 
countants to devise and install accounts in all ZI depots and to super- 
vise the installation in all other areas in the world. 

Begun on July 1, 1953, draft manuals have been completed, cover- 
ing all technical services; installation is under way in all ZI depots, 
and all ZI depots stocks were placed under the system by January 1, 
1954, a little over a month ago, scarcely 6 months from the beginning. 
Trial runs of statements in all of the technical services have clearly 
demonstrated the tremendous potentials, both for improved supply 
management and for better defense and explanation of the Army’s 
logistical programs to the Department of Defense, the Bureau of the 
Budget, and before the committees of the Congress. 

One certified public accounting firm is presently engaged in pre- 
paring a manual covering installation in station stockrooms in the 
United States and that installation is scheduled to be completed by 
June of this year. A task force from EUCOM has been trained here 
in the ZI depots, and a ZI installation team has just returned Monday 
of this week from Europe where it prepared for the complete cover- 
age of EUCOM stocks by this spring. Task force teams from the 
Far East Command and from the Alaskan, Pacific, and Caribbean 
Commands met here early last month to begin indoctrination in prepa- 
ration for installation within those commands, to be completed by 
June of this year. We do not expect that these installations will be 

erfected by that time, but they will begin to provide valuable in- 
Seamption through which we can control our inventories and improve- 
ments can follow. Professionally competent certified public account- 
ants will supervise all installations, worldwide. 

Thus, in just 1 year, the Army will have installed modern and pro- 
fessionally supervised accounting systems covering a worldwide in- 
ventory estimated at between $25 and $30 billion—a signal accomplish- 
ment of which all concerned feel justifiably proud. 

In the light of present drastic budgetary restrictions, the data sup- 
plied by these records will be of inestimable value in the great task 
which lies ahead—that of the closest possible control of expenditures 
for procurement of things. These data will be very helpful, also, in 
controlling depot operating costs and transportation costs—two large 
cost items closely related to the volume of procurement and movement 
of things. 
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FINANCIAL PROPERTY ACCOUNTING PROGRAM 


Let’s apply the “proof of the pudding” test by examining an illus- 
trative sample statement developed by the financial property account- 
ing program. For this purpose, we have chosen to use the Septem- 
ber 30 statement of the Army Medical Service. Statements similar 
to this will be issued each month covering each bulk stock invento 
location in the world. They will ,of course, be summarized into totals 
representing the various segments of management responsibility. 

irst, let’s look at the columnar arrangement of the form itself. 

The first pair of columns deal with the category of supplies with an 
identifying number and a brief description. As a part of our “crash” 
program to accomplish as many advantages as possible as quickly as 
possible, we have utilized the existing groupings, many of which are 
acknowledged to be subject to improvement. Presently, the Army 
“does business” in 315 categories in its seven technical services. Our 
ultimate objective is to classify every item in the Army inventory into 
natural groupings and to make all such groupings consistent with the 
maximum budgetary use, so that they may be most effectively used in 
your deliberations here. We have, however, started to use the standard 
classifications so that our statements could be merged with other serv- 
ices or any other agency of Government into an overall figure. 

The first figure column shows the total value of all inventories within 
Army cognizance at the indicated locations—in this case, the total ZI 
depot system. In pricing this inventory, we’ve used the best available 
pricing records in order to obtain maximum benefits quickly. Pricing 
policies in the Army are uniform; however, in practice, they are not 
yet quite uniform as between the technical services, and improvements 
in pricing will follow as rapidly as possible. These improvements, 
however, will not materially alter any conclusions reached by the pres- 
ent pricing processes (that is, a refinement of our pricing processes 
will not alter the conclusions reached by the present figures). 

The next four pairs of columns show the value of inventories held 
within Army cognizance, but which are under the ownership of other 
agencies, the principal one being Air Force, but with some Navy, 
MDAP, and other stocks being represented. 

Mr. Scrivner. What would be the other stocks? 

Mr. Pearson. Some for the Atomic Energy Commission, some for 
Health and Welfare. They are minor, of course, but we are drawing 
a total so we have to make provision for all of them. 

These figures will be useful in identifying stagnant inventories of 
ownerships other than the Army as a preliminary step toward reliev- 
ing the Army of the wasteful operating costs of carrying excessive 
stocks for other agencies. 

The next section of the report reflects the status of the Army mobili- 
zation reserve stocks. It shows the value of inventory identified as 
Army mobilization reserve stocks—as well as the value of goods on 
order from procurement and other sources for mobilization reserve 
purposes, ese figures are related to the authorized program level 
as a means of obtaining impressions, category by category, of the 
extent to which authorized mobilization reserves are funded, on hand 
and on order. 

The next three columns deal with excess stocks, the first showing the 
value of identified excess stocks on which disposal has been authorized 
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but not yet accomplished. The second column shows the value of 
stocks on hand which have been declared as excess, but for which dis- 
posal authority has not yet been received. 

By processes of elimination, from left to right, we come now to that 
part of the total inventories which represents stocks accumulated for 
the sole purpose of meeting the operating peacetime requirements of 
the Army. These are the “operating stocks”—those from which cur- 
rent demands are met; those which have no reason for existing, except 
to meet such demands. The form shows, first, the value of unservice- 
able operating stocks. The next column shows the value of serviceable 
inventories in the Army operating stocks. Adjacent is shown the 
value of goods on order from procurement and other sources. Finally, 
this section shows the value of requisitions received which at the date 
of the report had not been filled for one reason or another. These 
are called “due out” and the principal cause is a broken stock 
condition. 

The last three columns on the report show demand data. First, the 
cumulative issues for the fiscal year to date, subdivided as between 
recurring and nonrecurring issues so that we do not rebuy nonrecur- 
ring issues, and finally, the projected demand for the ensuing 3 months. 

For analytical purposes three additional columns are shown on this 
charted summary (columns which do not appear on the routine re- 
port), the first of which shows the number of months’ supply of 
serviceable Army operating stocks which were on hand at the report 
date. The second column shows the number of months’ supply on 
order. The final column is the sum of the two preceding columns 
and shows the number of months’ supply of serviceable Army operat- 
ing stocks on hand and on order at the report date. 

his form is the keystone report in the Army’s financial property 
accounting program. It shows both the static and dynamic condi- 
tions. It brings together for the first time in Army records the on- 
hand and on-order position by category of supplies for both peacetime 
operating stocks and mobilization reserves. It is a working report 
which will be absolutely uniform and, therefore, useful at all levels 
of supply management responsibility. Later, we will discuss its use 
in some detail. Needless to say, it is supported by all of the detailed 
data required for any type of analysis, either quantitatively or mone- 
tarily. 

‘ MEDICAL SERVICE INVENTORIES 


Now let’s look at the consolidated figures of the Army Medical Serv- 
ice as of September 30, 1953. We chose the Medical Service for this 
illustration because it is generally regarded as being among the tech- 
nical services which have the best performance in supply management. 

The value of the total inventory of the Army Medical Service in 
the class II depot system in the continental United States at September 
30, 1953, is stated to be $250 million. Throughout the discussion today 
it will have to be borne in mind that the figures shown and discussed 
here reflect conditions within the class II depot system in the United 
States only. They do not yet include the value of inventories at 
posts, camps, and stations in the United States and at depots and 
posts, camps, and stations in overseas commands. 

Mr. Scrivner. Your program does contemplate an overall inven- 
tory, does it not? 
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Mr. Pearson. By June of this year we will have a complete state- 
ment which will contain solid accounting data, valuing the inven- 
tories in all bulk stock locations wherever located in the world, 
properly subdivided into commands, so that we can pursue the com- 
mand line for improvement. 

This $250 million inventory is broken out first to identify that 
portion of it representing ownership of other agencies, principally 
Air Force. In this case, almost $91 million of this total is Air Force 
equity, with 1 month’s issues of just under $2 million. Of course, we 
know we can’t reach any decision based on just 1 month’s issue ex- 
perience, but while this issue experience is far too brief to draw final 
conclusions, it indicates that the Army is storing for the Air Force 
about a 4 years’ supply, on the basis of present issues of Medical Serv- 
ice inventories. Even considering the fact that this statement does 
not separately identify mobilization reserves for the Air Force, the 
probability exists that the Army is storing for the Air Force an in- 
ventory beyond the normal relationship to current demand. 

Now, Mr. Chairman, the following two paragraphs are blank on 
the copies that you have, because we Sienael € leave your copies un- 
classified, with your permission. These two paragraphs, with your 
permission, should be off the record. 

Mr. Wicetesworru. Off the record. 

(Discussion off the record.) 

Mr. Suerrarp. In other words, do you contemplate by this pro- 
cedure you referred to in the so-called accumulated stocks undeter- 
minable, that they will be pulled out and put into the mobilization 
requirement ? 

Mr. Pearson. Under the mobilization inventory, in order to avoid 
additional procurement; yes, sir. Where we have an excessive 
quantity of a supply in our operating inventory and where we need 
that quantity in the judgment of the Assistant Chief of Staff, G4, 
in the mobilization reserve classification, rather than buying it here 
they transfer it out of here over there, and an appropriation for the 
buying is avoided. 

Mr. Suerparv. Just to clear up my own thinking, your line of 
demarcation between the two types is the usability factor as now re- 
quired and one against mobilization requirements. 

Mr. Pearson. Against an M-day potential requirement; yes, sir. 

Mr. Suerrarp. Thank you. 


EXCESS STOCKS 


Mr. Pearson. In the section devoted to excess stocks, we see that 
the value of excess stocks authorized for ron son but not yet disposed 


of is stated at $5,845,000 with an additional $74,000 declared but not 
yet authorized for disposal. In total, it indicates that less than 214 
percent of the total inventory of medical supplies in the ZI depot sys- 
tem is classified as excess stock. As a general thing, commercial 
distributors’ excess stocks run a much higher percentage of the total, 
even in the best-run warehouses or stores. For a number of months 
the Army has had under way, as I said earlier, a dynamic and force- 
ful program of identifying, declaring, and disposing of excess stocks 
in all technical services. In fact, in the last month of record— 
October 1953—the Army disposed of a total of $149 million of excess 
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stocks. In the Medical Service, where the Navy and Air Force stock 
control points are in the same building as those of the Army—in New 
York—there is a very effective flexibility of interservice use of excess 
stocks. In addition, the Army Medical Service presently has a list 
of several millions of dollars of excess stock under scrutiny in Korea 
for possible use there in authorized civilian relief. These things 
combine to make the proportion of excess stocks in the Medical Service 
substantially lower than that which would be considered normal in 
some of the other technical services. 


PEACETIME OPERATING STOCKS 


We come now to the hard core of the Army’s problems in supply 
management—the peacetime operating stocks. 

(Discussion off the record.) 

Mr. Suepparp. I would like to ask you this question because of 
your statement in response to the gentleman’s interrogation. 

I think the system is quite remarkable, and I compliment you on 
it so far. Now, what is going to happen to you the night or day 
you get kicked with an all-out requirement for military operation ? 

Mr. Pearson. I believe that so far as the close precise dollar controls 
are concerned the operation in the continental United States would 
be unaltered. In the area of combat the bookkeepers would be aban- 
doned very rapidly and the military people would proceed with their 
business of winning the war. 

Mr. SHeEpPparp. t do not want to take exception, but I do want in- 
formation. 

Mr. Pearson. Yes, sir. 

Mr. Suerparp. It is obvious to me, and I think obvious from the 
experience of our committee here, that when we have a military opera- 
tion such as Korea you have to immediately strain every possible 
effort to fill a pipeline to keep those commodities of requirement in the 
status of pte’ 8 vility. Now, a large portion of your inventory in the 
surplus category you are presently referring to has, in my opinion— 
and if I am wrong straighten me out—been the result of recession of 
that full pipeline when your operations were reduced, plus the pos- 
sibility of excess buying because of a misconception of requirements. 

Mr. Pearson. The uncertainties of war make a precise determina- 
tion of requirements impossible, of course, both in time and space. 

The pipeline which is standing by in reserve to meet the emergency 
need, as you said, of filling a pipeline, is carefully reported in the Army 
mobilization reserve section hand, category by category, so that you can 
tell how many medicinals you have with relation to your program or 
how many steel bridges you have with relation to your program, 
related through the common denominator of dollars. 

Now, war creates obsolescence faster than any other influence of 
man, probably. The rate at which the obsolescence is generated sets 
aside or casts off or sloughs off a surprisingly high proportion of the 
things which are made available for war. 

Most of the military types of things now called disposable surplus 
are generated not for lack of utility of themselves but by the obsoles- 
cence, and the replacement of those by a more efficient or more com- 
plete weapon or vehicle or whatever it is. 
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Mr. Suerparp. Do you contemplate there is any immediate solution 
to that situation ? 

Mr. Pearson. I think the prevention of it would have a price far 
higher than the continuation of it, because we would fight with weap- 
ons less than adequate. 

Mr. Scrivner. Off the record. 

(Discussion off the record.) 

Mr. Pearson. Out of this $66.2 million peacetime operating inven- 
tory were issued $13,934,000 worth of stock in the 8 months ending 
September 30, with a projected demand for the ensuing 3 months of 
$12,600,000. Using that latter figure as a basis for computation, we 
arrived at the fact that the peacetime operating stocks (dollarwise) 
represent a 15.7-month inventory coverage—these are the peacetime 
operating stocks only. We have isolated the problem and identified 
it now. It is a 15.7-month inventory coverage in sharp contrast to 
the authorized stock levels which are not to exceed a 3 months’ 
supply. In fairness it must be borne in mind that, the cutoff for 
this statement was less than 60 days after the termination of hos- 
tilities in Korea, a period of time far too short to have accomplished 
a reduction in the peacetime operating inventory proportionate to 
the resulting reduction in rate of consumption. 

Mr. Scrivner. In that 3 months’ level, where do you take into con- 
sideration items which would take longer than 3 months to procure 
if you needed them ? 

Mr. Pearson. Those with a lead time longer than 3 months? 

Mr. Scrivner. For instance, there might be some surgical instru- 
ments you could not expect to get in 3 months. 

Mr. Pearson. Yes. The anticipation of those would place them 
on order longer than 3 months, anticipating the needs. We are talk- 
ing about physical stock on hand of 3 months. The next column 
deals with that precise question. 


REBALANCING STOCK LEVELS 


The Medical Service, as well as all other technical services, is giving 
close attention to the problem of rebalancing stocks to peacetime levels 
to accomplish a normal relationship between supply and demand un- 
der peacetime conditions. This will require several months to ac- 
complish, 

I should like to remind you of the earlier statement to the effect 
that the inventory figures here discussed cover only stocks in the class 
II depot system in the continental United States. If we were to 
add—as we will during the ensuing months—the inventories carried 
in bulk stocks at posts, camps, stations, and hospitals in the United 
States and overseas, and in the overseas depots, the inventory position 
would in all probability extend to a coverage of beyond this 15.7 
months’ supply, reaching to probably 24 months or longer. 

With a 15.7-month inventory on hand, this report shows $1,286,000 
of “dues out,” meaning, of course, orders on hand which cannot be 
filled due to a broken stock condition. Excessively heavy inven- 
tories are almost always unbalanced, and are frequently out of stock 
on many items. That isa sad merchandising fact. 
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In addition to the $66.2 million peacetime operating stock, the state- 
ment shows that we have open orders for peacetime operating stocks 
in war of $34 million, or 8.1 months’ supply, based upon projected 
demand. 

Coming to your point, Mr. Scrivner, we have on order 8.1 months. 
Our standard there is fixed by Mr. Wilson, by the Secretary of De- 
fense, at a maximum of 6 months with permissive exceptions where 
they are justified. 

Our objective in the Army is a maximum of 6 months in this medical 
category. 

Combining the onhand and onorder figures, we find that the Army 
has on hand and on order in the ZI class IL depot system alone supplies 
of over $100 million, now classified as peacetime operating stocks 
(against which we have an indicated annual issue of $50 million) 
hence, a 23.8 months’ coverage. That is on hand and on order within 
our class IT depot sytem. 


CONSUMPTION RATE 


At this point I would like to digress for a moment to emphasize a 
matter of some significance in the analysis of these figures. We have 
just spoken of the annual ZI depot issue rate of $50 million—and have 
related this to the $100 million of peacetime operating stocks on hand 
and on order in the ZI depots. In addition to this $100 million depot 
inventory, the Army owns, of course, bulk-size inventories at posts, 
camps, and stations in the United States and overseas and substantial 
depot inventories in some overseas commands. When these latter 
inventories are added to the value of the ZI depot stocks, the computa- 
tion of the number of months of coverage will be based upon a con- 
sumption rate which still approximates the $50 million issues forecast 
from the ZI depot system. There is no substantial increase in the 
consumption rate. In all probability, this coverage will extend to 
something exceeding 3 years’ supply when posts, camps and stations, 
and overseas depots are added. 

We are looking here at the figures of the first segment of the pipe- 
line. As we add additional segments to that pipeline clear to its 
ultimate end the flow from that end is not substantially different from 
the first segment we are looking at, in these figures here, so that the 
coverage computation extends itself out quite a ways on that basis. 

It must also be borne in mind that the estimate of the projected 3 
months’ demand was made on the basis of a 1.5-million-man Army. 
The contemplated reduction in the size of the Army will create a whole 
new series of problems and extend the indicated coverage by many 
months. 

Mr. WiceteswortH. Let me ask you: The 6 months’ yardstick the 
Secretary had provided applies to the onorder picture only does it not, 
and not to the onhand plus onorder picture ? 

Mr. Prarson. Yes, sir. The poh ise for the continental United 
States depots is a 3 months’ maximum allowance. For the overseas it 
ranges from 6to8 months. I think I am correct when I say it is either 
6 or 8, and some are one and some are the other, depending on the 
length of the pipeline. él 
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It is important we all understand that the fact that our accounting 
figures show that we have in some instances a 3 or 4 years’ supply does 
not mean that we will not have to buy some things during that period 
to avoid broken stocks. It is my experience in merchandising opera- 
tions that any line of merchandise, no matter how badly overstocked, 
must be replenished to the extent of at least one-third of sales (or 
issues) in order to retain the capacity to fill orders as received. 


MERCHANDISING EXPERIENCE 


Mr. Scrivner. Would you tell us for the record what your merchan- 
dising experience has been? You must have had some, because of 
the terms you have used. 

Mr. Pearson. Yes, sir. In my full business career until just before 
I came down to the Army, when Korea started, I was in the mer- 
chandising business; the late years of it as vice president, treasurer, 
and comptroller of Montgomery-Ward, a member of its board of 
directors, and of other Chicago companies. 

Long prior to that, back in the early 1920’s when J. C. Penney Co. 
went into the chain-store business, I was with them in the early days; 
and then with Sears, Roebuck as they have moved into the chain-store 
operation. 

Also, I was assistant general merchandising manager of Mont- 
gomery-Ward back in the early 1930’s. My merchandising experience 
is my entire experience, and totals some 35 years in all. 

Mr. Scrivner. Thank you. 


INVENTORY PURCHASES 


Mr. Suepparp. If I may use this as a comparable concept, if you have 
a 100-percent customer demand for merchandise do you feel you should 
at all times carry a one-third inventory backlog? 

Mr. Pearson. No, sir. Army rules are that we carry a 3 months’ 


supply. 

t us suppose that a 3 months’ supply would be 100 units, 100 
things of whatever the things happen to be. Our rules authorize us to 
carry 100, but we go out and take an inventory and we find that we 
have 1,000 of those things. 

Maybe they would be shirts. That would be a good example. Now, 
we will get orders in for shirts all along the line. But in order to be in 
a position to fill all the orders we get for shirts we will pretty soon 
start running out of size 16 or size 151% or size 15. 

The experience in merchandising is that a minimum of one-third 
of your sales, or in our case issues, must be replenished to avoid run- 
ning out of the size shirt or the color shirt or the specific thing that 
the customer, and in our case the consumer, wants from us. So no 
matter how badly overstocked we are while we are in the process of 
living off our shelf, from 1,000 shirts down to 100, we still have to buy a 
few shirts to keep our size assortment complete and be able to meet our 
needs, because that overstock of 900 shirts in this illustration is never 
equally balanced between sizes. We may be short of some sizes and 
may have several years of supply of the others. 

Mr. Sueprarp. That is true throughout the trade, is it not? 
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Mr. Pearson, Yes, sir; that is universal. I read a book not long 
ago, written by Mr. Filene, one of the basic, strong, initial merchants, 
something over 30 years ago, and he used the figure of one-third. I 
used 40 percent, and the Army used 40 percent. 

Mr. SHepparp. I read the same book. It is interesting. 

Mr. Pearson. It is say. that almost over a quarter century’s 
experience has not changed much. 


ANALYSIS OF PEACETIME OPERATING STOCKS IN THE MEDICAL SERVICE 


The figures we have just reviewed consist of totals of all categories 
of supplies in the Army Medical Service. Additional illumination is 
accomplished when these totals are broken down into normal categories 
of supplies. The Army Medical Service does business in 29 different 
categories of supplies. For purposes of illustration, I have chosen the 
10 largest categories to present for detailed discussion. In total, these 
10 categories represent about 75 percent of the total peacetime operat- 
ing stocks and of the total on order for peacetime operating purposes. 
It is a big segment; big enough to be solid. 

Based upon operating peacetime stocks, the largest of the categories 
into which the Army Medical Service inventory is broken is No. 9-16, 
field equipment. In this category the peacetime operating inventory 
amounts to $15,624,000 against a projected quarterly issue rate of 
$742,000—indicating 63.2 months’ supply on hand. In addition, there 
is over $2 million on order, which itself represents more than an 8 
months’ supply. In total, this category has on hand and on order a 
71.6 months’ supply. 

(Discussion off the record.) 

A part of this problem, half or more, is created by the inclusion in 
these figures of major medical assemblies stored for units of the Army 
general reserve, 1,000-bed general hospitals, complete hospital trains 
und so forth, but not used by those units due to their present location. 

Where we have a division of men located at a permanent post where 
there is a permanent hospital, we store for them their field hospital 
equipment and keep it until they move from that permanent base into 
the field, when it becomes, of course, their equipment at that point. 


That accounts for a part of this problem. The experts estimate it at 
ahalf. There is no explanation of the other half. 

The second largest line, No. 7-12, hospital equipment, shows an 
18.5 months’ supply of peacetime operating inventories is on hand, 
with an additional 18.4 months’ supply on ea a total 
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coverage position of 36.9 months. Subsequent use of the data pre- 
pared in these processes has led to some reclassifications, improving 
this picture. 

The coverage position in the other major categories ranges from 
10.1 months on dental supplies to 51.8 months on dental equipment. 
Without taking your time for further discussion of details, it is evident 
to you that we are beginning to acquire specific fiscal knowledge of 
the condition of our inventories as a basis for corrective action where 
the need is indicated. 
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ACCOUNTING STATEMENT 


An accounting statement similar to the one used in this illustration 
will be issued each month covering each bulk stock inventory location 
under Army cognizance, worldwide. All statements will be broken 
down into uniform categories and, hence, may be summarized into 
each progressive segment of management responsibility, so that the 
class I installations can have a summary—class IT, the same. Each 
line of each one of these statements presents a new challenge. I do not 
mean to convey the impression that the Army has as yet accomplished 
a perfect set of accounting reports and systems or that the coverage 
is complete and perfect, in any sense. With full recognition of the 
defects in such figures as we have produced, we, nevertheless, feel (as 
1 think we have demonstrated here) that we have accomplished enough 
knowledge to provide a working grasp of the fiscal control problems in 
Zone of Interior depot inventories. Furthermore, we are now con- 
fident that the unfolding of increased knowledge of inventory condi- 
tions clear through to the end of the worldwide pipeline will have a 
salutary effect upon the Army’s supply-management practices. We 
co not mean to imply in any way that our progress to this point has 
solved the Army’s problems of supply management ; quite the opposite 
isthe fact. As new horizons of knowledge are raised by better ose, 
we come to have a clearer understanding of the manifest problems 
which have heretofore only been suspicioned, but which are now con- 
firmed and identified and placed in manageable proportions. The 
effect, then, is that our increased knowledge is identifying everincreas- 
ing numbers of problems in supply management. These illuminating 
and relentless accounting statements will present the plain, unvar- 
nished facts by which the Army may be held accountable for its 
stewardship of funds appropriated for procurement. The Army is 
willing to stand and be measured on this basis. It asks only that its 
performance not be measured by existing inventory conditions which 
are the result of years of neglect, but, rather, that its current perform- 
ance be appraised on its rate of progress toward improvement from 
this point. 

DYNAMIC INVENTORY CONTROL 


As ord gress stated, the Army’s financial property accounting is 


a segment, probably the most important one, of an overall program 
for the ultimate accomplishment of working controls over all Army 
inventories and related activities. The Army has made 
sufficient progress in all of the segments of the original design to 

lace itself in a position where it can now begin to assemble the reins 

y which effective working control of supply management can be 
accomplished by the establishment of a dynamic inventory-control 
activity. In reporting on this subject to the Army Policy Council re- 
cently, Under Beareney Earl D. Johnson said, “My honest belief is 
that the importance of the establishment of dynamic inventory con- 
trol transcends all other problems of the peacetime operation of a 
sizable Army under conditions of semimobilization readiness.” Mr. 
Johnson, at that time, recommended that the establishment of an ef- 
fective inventory-control activity receive the highest priority during 
the new calendar year. 
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A dynamic inventory-control activity will be established within the 
Army. It will be both a corrective and a protective service which will 
function somewhat as follows: 

By setting up properly summarized records based upon the monthly 
financial property accounting statements (a sample of which we have 
just reviewed), a dynamic ry control activity will: 

(a) Establish sound inventory objectives and related programs for 
each category of supplies, covering a floating period several months in- 
to the future and advanced from month to month; 

(6) Establish a dynamic means of consistently accomplishing pro- 
gramed objectives through the hour-to-hour control of the input into 
the supply system, utilizing modern methods of open-to-buy control ; 

(c) Provide the means of recognizing and rewarding outstanding 
performance in supply management—category-by-category, and at 
all levels of responsibility; and 

(d) Identify those individuals who for one reason or another can- 
not effectively execute desired supply management programs, and 
raise the level of overall performance by reducing the number of in- 
competents through training or replacement. 

To accomplish the foregoing, it will be necessary to clarify the 
organization lines and identify with each category of supplies per- 
sons of suitable rank and capacity to assume responsibility for all 
supply-management conditions at all levels within that line. Data 
produced by the financial property accounting system will provide 
the basis of relentlessly measuring the effectiveness with which these 
responsibilities are being executed. 

The keystone of any effective inventory control activity is the estab- 
lishment of model-stock programs for each category or line of mer- 
chandise, a process by which the items to be carried within a line of 
merchandise are objectively considered and determined upon under 
the close supervision of the inventory-control activity, and, of course, 
the General Merchandise Manager (ACofS, G4). The minimum 
and maximum quantities to be carried on each of such model-stock 
items are then determined for each line within each category. The 
result is the solid skeleton framework of the supply system, and efforts 
are then concentrated upon the economical disposal of everything else 
within the system. Eventually, by attrition and disposal action, all 
peacetime operating stocks may be brought down to the skeletal basis 
upon which normal relationships between supply and demand can be 
maintained without much difficulty. 

The Secretary of the Army and the Assistant Secretary of the Army 
(materiel) have adopted the program of dynamic inventory control 
which we have just been discussing and the staff has given it a high 
priority in the Army’s affairs. 


QUARTERMASTER CLOTHING AND EQUIPAGE DIVISION 


Frequently throughout this discussion I have used the phrase 
“dynamic inventory control.” At this time, I would like to first de- 
fine the word “dynamic” as it is used in this phrase and then to illus- 
trate the Army’s plans for the dynamic use of the accounting data 
which we are so actively engaged in developing. The word “dynamic” 
is used in the sense of Webster’s definition meaning: “Belonging to, or 
characterized by, energy or effective action; potent; forceful.” To 
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illustrate the planned use of these improved accounting data, I have 
chosen the Quartermaster Clothing and Equipage Division of the 
Army stock fund because this is the only group of supplies on which 
we have some background accounting data—in this case, reaching back 
as far as 214 years. 

The dynamic inventory-control activity of which we have just 
spoken will summarize for each line of merchandise all pertinent 
accounting and control data in a form somewhat similar to this one. 

[At the chart.] These are all actual figures for the Army stock fund, 
Quartermaster Division, Clothing and Equipage. All figures are in 
thousands of dollars. 

Our plan is to first make a subdivision of our inventories between 
active inventories and reserve stocks in just the same way as we saw 
on the big chart, and from the same basic data supplied by the big 
chart. e combine these two into our total ca inventory 
position, having set aside the ownership of the Air Force, the Navy, 
and so forth, as not being an Army problem. 

By combining these two at this point [indicating] we can intro- 
duce the moieties which in our past records have not been sub- 
divided, but in our present records will be. This form brings it in 
at this point [indicating]. 

We also have a section at the bottom which deals with the complete 
inventory of the open-order file, the undelivered contracts, the thing 
which the Congress has funded and which we have obligated our- 
selves to buy, but which are not yet delivered to us. 

In the Clothing and Equipage Division of the Quartermaster, for 
the fiseal year 1952, we did not have our inventory broken out as be- 
tween active and reserve stock. But in the fiscal year 1953 we do have 
solid, complete figures for the entire year. 

We issued in this category of supplies $513 million worth in 12 
months. We ended with an inventory of $1,045 million, or twice the 
full year’s issues. 

Our first step is to make a plan. We have examined carefully our 
past history. We have looked into the future in considering the size 
of the Army. All of the affected people in the Army now agree that 
the active stock inventory of the Quartermaster Clothing and Equi- 
page Division can be placed at no higher than $200 million. We are 
then setting our goal. 

Our intention is to reduce from $1,045 million to $200 million our 
inventory of active stocks of clothing and equipage in the Quarter- 
master Corps. 

Very clearly, a problem of those dimensions cannot be accomplished 
overnight. It is going to take a great deal of time and close and 
skillful attention. 

The next step in the development of our program then is to lay 
out a template, pattern or guide—how fast can we economically 
convert this great burden of $1,045 million inventory to a $200 million 
inventory, an 85 percent inventory reduction. — . 

Our judgment is this, after long and careful study—we expect to 
sell in a sense, or issue to our consumers, $30 million worth of mer- 
chandise a month. That is about 30 percent down from the issue of 
the prior year. 
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We expect, so long as we have such a heavy inventory to liquidate— 
and a good portion will have to be liquidated by disposal action as 
surplus—that each month we will have markdowns, that is, accounting 
adjustments downward, of at least $4 million a month. 

Now, we talked earlier about the necessity of buying at least 40 
percent of our issues if we were to be able to maintain a balanced 
stock, no matter how long a period of forced liquidation will apply. 
We think then we can get by with new receipts of $12 million a month, 
buying $12 million a month, during which time we shall issue, or sell 
in a sense, $30 million a month; the $12 million being the 40 percent 
rule-of-thumb standard we have. At this rate, we will accomplish, 
by adding $12 million and deducting $34 million from our inventory 
each month, a monthly net inventory liquidation, of $22 million a 
month, and the time required to convert $1,045 million inventory to a 
$200 million inventory is simply the time required at this rate per 
month. If we can convince those who are reviewing our program 
that this is a sound rate of progress, a sound template or pattern 
against which to work, we will proceed on that pattern. 

If they have better ideas, we will of course adopt and use them. 

In this case, we will be on short rations through August 1956. It 
will take 34 months of careful, close, precise work before we can hope 
to economically—avoiding waste—convert a $1,045 million inventory 
into a $200 million inventory. 

Now I puzzled a great deal how I could illustrate the physical 
effect of an $845 million reduction in inventory. It is just a number 
when it gets up that high. But it still has physical dimensions. 
Finally, we stumbled upon an idea, and have brought along for dis- 
cussion here an aerial photograph of the Richmond, Va., depot. 

This is the largest branch depot in the Army, and the Army’s second 
largest depot, the only larger one being a general depot at Columbus. 
It has some thirty-odd immense warehouse and shed buildings in the 
area containing over 5 million square feet, and housed at June 1 of this 

ear $473 million worth of merchandise. In other words, we are talk- 
ing about accomplishing in one line of merchandise in the Army in- 
ventory—and this is a fully coordinated Army picture—an inventor 
liquidation almost twice as great as the total contents of this jammed- 
to-the-rafters Richmond, Va., depot. This is just one line of mer- 
chandise that we are talking about. 

How well are we doing with this is the next consideration to interest 
anybody in a supervisory relationship to the Army. 

I would like to ask your indulgence again for another few minutes 
to go through this rather carefully, using this as an illustration, to 
demonstrate how the Army can account for, and is now perfectly 
willing to account for, its stewardship of the funds you-give them 
with which to buy things. 

In this case our figures show the inventory at the beginning of a 
period, receipts from all sources, receipts intrastock fund, which means 
transfers from the reserve up to the active here, minus gross sales, 
minus issues intrastock fund, minus markdowns or accounting adjust- 
ments as we proceed to dispose of these things at a higher rate of 
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disposal than would be normal and at a higher rate of markdown than 
would be provided for by the stock fund rule, and then an ending 
inventory. 

To get from $1,045 million to $200 million at the most economic rate 
of $22 million a month in our judgment, we have done these things. 
In July our active inventory went down $31 million, which was better 
than we had hoped for. In August our active inventory went up. 
Why? In September it went down exactly what we planned and 
in October it went down twice as much as we had planned. 

In total, we have more than met four times this [pointing]. It is 
very important to note how we did it. Each month we Boned to 
take in $12 million of new merchandise, only 40 percent of our sales. 
Instead of that, we took in $21 million, $21 million, $16 million, and 
$26 million, respectively, during July, August, September, and 
October. Our receipts have been running ahead of our plan. I want 
to comment on that a little more in detail in a moment. 

Offsetting that heavier receipt partially is the fact that we have 
higher than anticipated markdowns in July and August. We have 
made higher than anticipated transfers from active down into the 
reserve stock a time or two. We did not set a template on the trans- 
fers because it is like taking money out of one pocket and putting 
it into another. It is a meaningless thing. 

That is a picture of our active inventory in clothing and equipage, 
and as time goes on we will have it for everything inthe Army. This, 
incidentally, I should say is only the class Il depot system in the 
United States. When we have figures on the posts, camps, and 
stations and the overseas depots, and the overseas posts, camps, and 
stations, we will be confrontéd with a whole new set of problems. 
Maybe we have a much bigger problem than this ahead of us, though 
this looks big enough to be startling at this point. 


ESTIMATED DATE OF COMPLETION 


Mr. Strxes. How long will you require to give us an accurate pic- 
ture? This is obviously just a partial picture. 

Mr. Pearson. This is the most complete picture afforded by existing 
Army accounting information, and is therefore in this way an illus- 
tration. 

As I said earlier, we have completed the accounting coverage of 
the Zone of the Interior depot system alone at January 1. 

Mr. SrKes. I understood you to say this does not include stocks at 
post, camps, and stations. When will we have an accurate picture 
of the total stocks? 

Mr. Pearson. We have embarked upon the development of the in- 
stallation of the system in the posts, camps, and stations in the United 
States, to be completed by June 30, this year. 

Mr. Srxes. In the Zone of the Interior? 

Mr. Pearson. The Zone of the Interior, and in all overseas com- 
mands, worldwide. 

Mr. Sixes. Then the total picture will be complete by June 30 of 
this year? 

Mr. Pearson. Yes, worldwide, by categories of supplies of which 
this is one group that we are using here for an illustration. For the 
discussion of this next section I have to go off the record. 

(Discussion off the record.) 
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INCREASED RECEIPTS 


Mr. Osrertac. You were going to tell us the reason for the in- 
creased receipts. 

Mr. Pearson. Now, we are combining the active and the reserve 

stocks and can look then at our on-order file. First, we have set a 
standard, or a goal, of $200,000,000 inventory of active, of $1,000,000,- 
000 reserve, for a total of $1,200,000,000. Then we have examined 
what we need, considering lead time and all the other factors, in the 
way of an open order file through this time, and we have determined 
that figure 1s $150,000,000. These two added together, the total on 
hand and on order, everything in sight, to a figure of $1,350,000,000, 
which is down from the $2,134,000,000 that it was at June 30 of last 
year. 
* We have examined this template. We have merely combined those 
two here [indicating] and reached the conclusion we would like to 
have our net inventories down $16,000,000 each month and our net 
coverage position, the total of on hand and on-order go down $26,- 
(00,000 each month. 

Now, the actual facts are that our inventories went down the first 
month, but have gone up in each of the 3 succeeding months because 
our receipts are heavier in the 3 months. However, our total coverage 
position has gone down. We wanted it to go down $26,000,000 a 
month. It went down $45,000,000 in July, $42,000,000 in August, 
only went down $19,000,000 in September (so it gets circled in red to 
show a defect in our operations), and then down $28,000,000 in October 
| indicating]. 

So our total coverage position is going down faster than we hoped to 
be able to accomplish. 

In attacking any problem of excess inventory, the first attack must 
be on the open order file, because those things are yet to come in, are 
yet to become physical realities and become physically recognized as a 
wroblem. Because of that, they are frequently lost sight of; they are 
just a statistic. They do not appear on a commercial industry’s ac- 
counts at all. 

We want to get down to a $150,000,000 open-order file as quickly as 
we can. We examined our plans and decided that we would have to 
place $10,000,000 worth of new orders each month, and take in $20,- 
000,000 worth of merchandise, from procurement each month, making 
a net monthly reduction in our open-order file of $10,000,000, and it 
would take just as many months as $10,000,000 goes into the difference 
of these two figures to get us down to where we want to be on the open- 
order file. 

However, our deliveries have been heavier than we expected them to 
be in each month of this period, so our open-order file, instead of go- 
ing down only $10,000,000 a month, has gone down $32,000,000, 
$44,000,000, $23,000,000 and $50,000,000 from July through October. 

Sooner or later everything in the open-order file has to work through 
and into the inventory anyway, so this is an exceedingly fine step, even 
though it does result in temporary heavier-than-planned receipts, be- 
cause it gets physical possession and lets us begin to attack the 
problem. 
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Let us look at what happened: We had at June 30, $365 million 
worth of goods on order in this line of merchandise. We now have 
$216 million worth of merchandise on order, and in 3 or 4 months we 
will be down to this goal of $150 million. In this time we have bought 
a net figure of only $12 million in 4 months, although in those same 
4 months we received from industry $161 million worth, and we sold to 
our customers, that is, issued to our consumers, $155 million worth, so 
in this case we are placing new orders only at the rate of 10 percent 
instead of the long-range pattern of 40 percent. We know that we 
cannot live on this basis very long, but it is consistent with the overall 
Army trend you saw in the first chart, and which has held Army 
procurement actions (net) to virtually the base line of the chart for 
the first half of this fiscal year. 


LEVELING-OFF IN STOCK-FUND PROCUREMENTS 


Mr. Scrivner. May I inquire? If this plan is followed out does it 
appear, at least on the surface, that you would be avoiding the peaks 
and valleys that are displayed on that one chart? In other words, 
you will have a more even flow of business all the way through? 

Mr. Pearson. Without question. Stock funds, as you know, apply 
only to commercial type, nonmilitary supplies. The trend would fluc- 
tuate if there did occur, as there occurred here [indicating], a military 
need—this hump was caused by the ammunition problem in Korea that 
came when the line stabilized and the ammunition consumption got so 
much higher that we were forced to buy heavily for a brief period. 

Mr. Scrivner. We have had pretty much the same peaks and valleys 
in the stock-fund procurement. 

Mr. Pearson. Without any question. 

Mr. Scrivner. This should level off. 

Mr. Pearson. There are many earnest men in the Army whose 
careers depend on their capacity to operate within the pattern set out 
in this approach. They are very conscious and very alert to anything 
which would disturb their accomplishment on that basis. That is 
the reason I said I thought the things we were talking about here 
would force up to such high level attention the excessive procurement 
of medical equipment about which you spoke previously, because 
things will not go through routine on this basis. There is too much 
at stake. The scorekeeper is too closely looking over their shoulders 
all the time for them to take any chances of major mistakes, 

Mr. Osrerrac. A moment ago you called attention to the fact that 
the replacement was now leveling off at a 10-percent basis, and earlier 
you made a point that you had to replace on a 40-percent basis. Can 
you bring the difference in these two percentages into focus? 

Mr. Pearson. I am glad you raised the question. We feel that we 
must receive a third, or 40 percent of stock replenishment in order to 
keep stock in balance, and that is what we have been doing. We have 
been doing more than that. We received $21. million out of issues 


of $44 million in July; $21 million out of $26 million in August; $16 
million out of $46 million in September, and $26 million out of $27 
million in October. But we have not been placing new orders with 
industry at that high rate because we have in a sense been “living off 
the shelf” in our open-order file, too. We want to bring our open- 
order file down from $365 million to $150 million, so until that is 
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accomplished the only thing we can do is to put new orders into the 
procurement stream more slowly and let the cng bo goods accom- 
plish an ultimate balancing of that relationship. This is like starting 
or stopping a long freight train. Eventually when this is rolling 
and is a smoothly operating, closely coordinated operation, the thing 
will move along without the jerkiness that is now in it. We are 
letting the new goods flow in as rapidly as they must from orders 
already out, and about which we can do nothing. 

When we have accomplished the desired level of open orders, we 
will put in new orders at about the same rate as receipts, and we will 
then have a stabilized 40-percent relationship. If we did that now, 
this $365 million of open orders would never get down to the desired 
$150 million. 

Mr. Osrerrac. In other words, the answer to that point on the dif- 
ference in percentages is the relationship of what is on order now and 
what would be ultimately ordered ? 

Mr. Pearson. That is right. 

Mr. Forpv. How quickly can you assemble this data and make it 
available ? 

Mr. Pearson. Our expectation is by the end of the month following 
the date of the cutoff. For instance, if November 30 is the cutoff 
date, by December 31 worldwide statements will be available and used. 
It can be done. Everybody in industry does it. There is no reason 
why the Army cannot do it on the same basis. 

I said in a rather loose way here, Mr. Chairman, all the things that 
I had prepared to say in the balance of my prepared statement, except 
to thank you for being so patient in listening to us. 

Mr. Wica.teswortn. The remainder of the statement will be inserted 
in the record at this point. 

(The remainder of the statement follows :) 


QUARTERMASTER CLOTHING AND EQUIPAGE DIVISION 


First, it will subdivide inventories as between active stocks and mobilization 
reserves then combine the two, and have a section devoted to the open-order file. 
Each of the two subclassifications of inventory will have a figure showing the 
inventory at the beginning of the period, plus receipts and receipts from intra- 
stock fund transfers, minus issues, intrastock fund issues, and net accounting 
adjustments, and the resulting closing inventory—with a controlling figure re- 
flecting net change during the period. In the section which combines the active 
and reserve stocks, it will be possible to show the effect of the open-order file 
which, when combined with the inventories represents the total coverage position. 
Figures relating to the open-order file itself will show the beginning balance, 
plus the net effect of procurement actions, minus receipts from procurement, and 
the resulting ending balance of the open-order file. 

We will then examine as much historical data as are available—in this case, 
fairly complete figures for fiscal year 1952 and complete figures for fiscal year 
1953. Studying these and considering known plans as to the size of the Army and 
other considerations, we will then fix a goal for the ending inventories in both 
major classifications and for the balance in the open-order file. For the Quarter- 
master Clothing and Equipage Division, these goals are stated as follows: 

In sharp contrast to the June 30, 1953, inventory of $1,045 million we have 
presently fixed a goal of the inventory of active stocks at $200 million—a reduc- 
tion of almost 85 percent. Now, it is perfectly evident that the accomplishment 
of a reduction of 85 percent in physical inventories will be a difficult and time- 
consuming task. It will not be done overnight. The next step, then, in de- 
veloping our plans will be to determine how rapidly inventories may soundly be 
brought down to the desired goal while maintaining always the capacity to 
perform the Army’s assigned missions. For want of a better name, we refer to 
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this latter program as a “template’—a pattern or guide. In this case, we 
believe that the contemplated reduction in the size of the Army and the termi- 
nation of hostilities will cause issues to level off at the rate of about $30 million 
a eanig rok or $360 million a year—almost 30 percent less than the issues for fiscal 
year 1953. 

On the basis of this assumption and in the certain knowledge that we will 
have to continue to buy some things in order to retain our capacity to meet the 
needs of the Army, we have estimated receipts on the basis of 40 percent of 
projected issues, or $12 million a month. We believe that by exercise of the 
greatest skill that we can meet current needs by buying only 40 percent of what 
we're issuing and “living off the shelf’ for the remainder. We also believe that 
the net effect of downward accounting adjustments may run as high as $4 million 
a month until we have accomplished the disposal of all disposable excess stocks. 
On the basis of this pattern, inventory credits will amount to $34 million monthly, 
while additions to inventories will amount to $12 million, leaving a net monthly 
inventory reduction of $22 million. This is the standard, the criteria, by which 
the Army is willing to have its supply management performance in Clothing and 
Equipage appraised. We believe it to be a sound program and while recog- 
nizing that there may be wide deviations from month to month, we believe that 
the aggregate performance can be made to fall within this pattern. 

If yon agree that this is a sound pattern, it is then very simple to compute the 
approximate time at which we should arrive at the goal of a $200 million inven- 
tory—in other words, the approximate time by which we will accomplish an 
85-percent reduction in the present active stock inventory. In the illustration 
used here that time will be September 1956, unless some new difficulty should 
arise. It may be, for instance, that the rollup of stocks from the Far East Com- 
mand will extend this period for several months. Further reductions in the size 
of the Army would delay the accomplishmentof the goal. But as we look at it 
now, it is perfectly clear that we have at least 32 months of hard work and 
skillful attention to every detail before we could bring the active stocks down to 
the desired level. As explained earlier, the Army has had in effect since the 
beginning of fiscal year 1954 a program of reducing its total stocks and asks that 
its supply management performance be appraised by its progress in relation to 
the template, or pattern, rather than by the obvious fact that it presently has 
almost five times the desired active inventories. I puzzled some over the best 
means of illustrating the physical effect of the reductions in inventories which 
will result from the successful execution of this plan. We plan to reduce the 
active stocks from $1,045 million to $200 million, a reduction of $845 million in 
this one line alone. This is just a great big number until it is given some physical 
form. To convey to you its full meaning I have brought with me an aerial photo- 
graph of the Richmond Quartermaster Depot. This is one of the largest of the 
depots in the Army. In fact, it is exceeded in size by only one depot in the entire 
Army Establishment. It contains more than 5 million square feet of warehouse 
and shed storage space. It is packed to the rafters with Quartermaster supplies 
of all kinds. At January 1 this year its inventory amounted to $473 million. 
Our plans to reduce the active inventories of this one line of merchandise by 
$845 million is almost the equivalent of vacating 2 depots of the size of the 
Richmond depot. The contemplated increase in mobilization reserve stocks will 
offset a portion of this decrease, but the net effect will be an inventory reduction 
equivalent to 1% times the value of all goods presently stored in this huge depot 
at Richmond. 

An examination of the first 4 months of the present fiscal year shows quickly 
that we are not following exactly the pattern set up by the template. Our re- 
ceipts have been heavier than planned each month, and, while our inventory has 
gone down, the principal cause has been the transfer of stocks from active to 
reserve classification. There is one mitigating element—the decrease in the open- 
order balances—which we'll discuss in just 1 minute. 


ACTIVE AND RESERVE STOCKS. 


The next section of the report deals with figures combining the active and 
reserve stocks. In total, whereas we expected the combined inventories to go 
down at the rate of $16 million a month, they have actually gone up in each of the 
past 3 successive months—the August and October increases accounting for 
heavier than planned receipts, while the September increase was accounted for 
by a net inventory markup accounting adjustment. In this section, we introduce 
for the first time the effect of the open-order file, and it teaches an important 
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lesson. At the beginning of this fiscal year, there were $364,806,000 of undelivered 
contracts in the open-order file—almost equivalent to a full year’s gross sales. 
In approaching the solution of the problems created by an excessively heavy and 
unbalanced inventory, it is, of course, always necessary to give primary attention 
to the open-order file because that quantity of materiel there represented by un- 
delivered contracts must be absorbed into the inventory before a lasting solution 
can be found. The primary step is to control the input into the supply system by 
the closest practicable regulation of procurement. That this was capably accom- 
plished is evidenced by the fact that in the first 4 months of fiscal year 1954 the 
net effect of new orders placed was only $12 million, while receipts from procure- 
ment amounted to $161 million, and gross sales amounted to $155 million. In 
other words, gross sales amounted to more than 12 times the net effect of new 
procurement. As a consequence, the open-order file has in 4 months been reduced 
from $365 million to $217 million, or 41 percent. (Refer to “mountain” chart.) A 
continuation of this trend for the next 3 or 4 months will bring the open-order file 
down to the $150 million goal. 

Under procurement controls as tight as those reflected in these figures, it 
really doesn’t make much difference whether receipts temporarily run ahead of 
the plan because these quantities of materiel must be absorbed through the 
inventory at one time or another. + The net effect is that the open-order file is 
going down faster than we had planned, the inventory is going up rather than 
down, and the total coverage position (the complete measure of the supply- 
management problem) is actually moving downward at a somewhat faster rate 
than contemplated by the template The reduction in coverage position required 
by the template in 4 months is $112 million, while the Army has actually accom- 
plished a reduction of $134 million during that period. 

The development of data of the type illustrated here, the preparation of 
concise’ plans for corrective action, and the successful execution of those plans 
will, we believe, accomplish the type of supply management which the Congress 
has a right to expect of the Army. We believe, further, that the regular presen- 
tation of these data, plans, and records of execution, covering all lines of 
merchandise in the Army, and the making of them available for discussion 
with interested parties at the Department of Defense, Bureau of tne Budget, 
Comptroller General, and congressional levels will do more than anything else 
to establish in those agencies confidence that the Army knows where it is, knows 
where it is going, and will in due time arrive at the desired destination. 

In the illustration used here, the full accomplishment of the indicated goals is 
at least 3 years into the future—and it cannot be hastened without waste. 
Consistent progress toward the goals should be the basis of appraising the 
effectiveness of Army supply management throughout that intervening period, 
and the Army have readily available all of the data by which such appraisals 
may be made by any interested party. 


EVIDENCES OF EFFECTIVENESS OF PROGRAM 


Mr. Wiceieswortn. I thank you, Mr. Pearson. I am frank to say, 
as one member of this committee, that it has seemed to me for years 
that the installation of a proper inventory control in the armed serv- 
ices was something the importance of which, just could not be over- 
emphasized. To hear this presentation this morning is to me a very 
heartening experience. 

I am frankly surprised at the progress you have apparently been 
able to make in a relatively short time in moving toward such a con- 
trol of inventories estimated to amount in value to over $40 billion. 
You have covered the situation so thoroughly from my point of view 
that I have very few questions or observations to shi at this time. 


FUNDS RETURNED TO THE TREASURY 


You have told us about the effect in general which may be hoped 
for, and you have set forth on page 2 of your statement what are 
termed “further evidences of the effectiveness of procurement con- 
trols” which the Army has established. 
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I note you specify in this connection permitting $320 million of 
obligation authority in MPA and maintenance and operation accounts 
to lapse at June 30, 1953. 
emt was the approximate date that you started to work; was it 
not ? 

Mr. Pearson. Yes. 

Mr. Wiceieswortu. Secondly, to make it possible for the House 
Appropriations Committee to direct that $285 million in excess cash 
in the Army stock fund be returned to the Treasury at the end of the 
fiscal year 1953. 

Both of those developments in fact took place ? 

Mr. Pearson. Yes. 

Mr. Wicctesworru. Third, carried over unobligated at June 30, 
1953, a total of $1,800 million of “no-year” money in the P and P ac- 
count. 

Fourth, you are presently in the process of voluntarily offering to 
return an additional $250 million to the Treasury from the excess 
cash generated in the Army stock fund by the reduction of inventory. 

Is that $250 million included in the budget as presented, or is that 
a further reduction which is suggested may be possible. 

Mr. Pearson. It is a further reduction not included in the Army 
budget figures. é 

I might pause for a moment to point out that the $845 million 
reduction in inventories of this one line of merchandise (clothing and 
equipage) will, because it is a stock fund, return $845 million in cash 
to the Treasury instead of leaving it lie in slow-moving inventories 
in our depots. 


Mr. Suerparp. While that is reflected as going to the Treasury, do 
I understand correctly it is still available for reduction purposes 
within your present budget presentation ? 


Mr. Pearson. General Honnen said that the offer to voluntarily 
return $250 million will be in the Secretary’s statement on his ap- 
pearance before this committee. 

Mr. Wicctesworrn. The example you gave is not only a specific 
example, but it is a typical example of what we may hope for in the 
future as this control goes into effect ? 

Mr. Prarson. I believe so. 

Mr. Wiceteswortn. You mentioned also carrying over from fiscal 
year 1954 sufficient procurement and production funds to meet all 

resent and contemplated requirements in the following fiscal year. 

n other words, there is to be no request for P. and P. money in 
fiscal 1955? 
Mr. Pearson. None. 


OBLIGATIONS IN FIELD OF PRODUCTION AND PROCUREMENT 


Mr. Wiccteswortu. My attention has been called to a recent state- 
ment which the committee has received from the Department of De- 
fense entitled, “Obligations and Obligational Availability of Current 
General Appropriations by Appropriation Title, dated February 3, 
1954,” in which it appears that the actual obligations in the field of 

roduction and procurement through December 1953, or for the first 
1alf of the fiscal year, amount to $24,118,000, as compared with avail- 
ability for the full year of $5,737,453,000. 
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In that connection there is included in the month of December 1953, 
an obligation of minus $210,864,000. 

Mr. Pearson. Yes. 

Mr. Wiceirsworru. Is that minus figure again a direct reflection 
of the work which has been done in this connection ¢ 

Mr. Pearson. The work done in this connection has contributed 
toward making that possible—the termination of hostilities in Korea 
has also contributed, and other factors of that nature. The con- 
templated reduction in the size of the Army contributed. 

We are not presenting here a panacea in any sense; only the basic 
tools from which we can meet these other changing conditions and still 
maintain a desired relationship between supply and demand. 

Mr. WiceieswortrH. I understand. I assume that the minus figure, 
in simple language, represents cancellations ¢ 

Mr. Pearson. Yes. 

Mr. WiceirswortH. On pages 3 and 4 of your statement you have 
set forth what you call five policy segments working toward the end 
that you are seeking, including open-end or call-type contracts that 
have already been referred to recently. 

Then there is the policy of having centrally procured supplies move 
direct from the manufacturers to the using agencies with resulting 
substantial reduction in depot inventories, handling costs, and trans- 
portation. 

DISPOSAL OF SURPLUS STOCKS 


Then there is the campaign to reduce interdepot shipments, the 
policy of enforcement of stock levels and the beginning of the dis- 
posal of vast quantities of obsolete stocks. How long is it going to 
take us to complete that job? 

Mr. Pearson. Surplus stock is an ever-present problem wherever 
dynamic merchandise operations exist. At our present rate of prog- 
ress I believe that we can move from a vast job into a normal disposal 
relationship job perhaps in 2 years. If we had maintained throughout 
the post-World War II years a normal emphasis upon the timely 
disposal of surplus stocks we, of course, would not have the vast 
problem we have now. Nevertheless, it is with us. 

Mr. WiceieswortH. You mentioned a peak monthly disposal of 
$149 million in terms of acquisition costs and a disposal of $114 million 
in December 1953. When did we begin this work; last spring some 
time ? 

Mr. Pearson. It began to catch full momentum in the spring of 1953. 
Some work had been done on it a little earlier in developing it. 

Mr. Wiccteswortu. What is the overall figure? 

Mr. Pearson. The overall figure on the reenergized disposal of the 
past 12 months or so, now very closely approaches $1 billion. 

Mr. Wiccteswortu. Out of an estimated $2,500 million ? 

Mr. Pearson. Yes. 

Mr. Wiecieswortn. Can you give a figure, percentagewise, what 
will be realized from the disposal of that $1 billion property in terms 
of acquisition costs? 

Mr. Pearson. The percentage of recovery ranges from 7 or 8 cents 
to as high as 60 cents. Our present average, I believe, is somewhat 
eo aga 10 cents on the dollar. I would like to refresh my memory 
on that. 
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Mr. Wiecteswortn. If you will, please. 

(The information is as follows:) 

During the 12 months ended December 31, 1953, the Army disposed of $931.6 
million of excess and surplus personal property (acquisition cost), of which 
$603.2 million was disposed of by sale to the general public. For this property 
which had acquisition cost of $603.2 million, the proceeds of sales amounted to 
$49.2 million—a recovery of 8.2 percent. 

Mr. Wiccieswortn. I note in a newspaper statement of February 5 
the statement that the House Government Operations Committee 
reported that the armed services sold $1,225,000,000 worth of surplus 
military goods last year for 6 percent of its original cost, but that 
oo at these prices surplus material is piling up faster than it can 

sold. 

Is it a fact, that surplus is increasing faster than it can be dis- 
posed of ? 

Mr. Pearson. My personal belief is that until we have accomplished 
worldwide coverage with this improved accounting data we are 
going to be continually unearthing problems at a faster rate than 
we are going to solve those problems. We are likely to find our- 
selves with a productive year or two behind us, and as many prob- 
lems left as we started with. These are actions which, if taken in 
a timely way, can be done economically, but if deferred too long— 
like the disposal in 1954 of surplus equipment carried over from 
World War II—can be uneconomical. We have paid just to store 
those things, and the interest on the money, as much as the value 
of those things by letting them lie for 9 years. It costs at least 
10 percent a year for dead storage of a piece of merchandise, including 
the financing costs on it. 

If we let 10 years go by, there will be 100 percent of the value of 
the thing gone before we have taken any action. If we take action 
in a timely way, the benefit lies in the 90 percent that would be saved 
that would otherwise be wasted if we stored unwanted materiel for 
10 years. 

A merchant learns in his first lesson the great importance of the 
timely disposal of overstocks and surplus goods. 

Mr. Suerrarp. Take your losses as copia as you can? 

Mr. Pearson. Just exactly that. A quick loss is the best loss, and 
nobody has ever found a better rule than that. 

Mr. Suerrarp. And that applies to the stock market. 


ACCOUNTING SYSTEM 


Mr. WiceLesworrn. You point out on page 6 of your statement 
the shortcomings of the past, stating among other things that “we 
did not possess even the most rudimentary records with which to 
measure progress or defend logistical programs.” 

You emphasize the fact that about 7 months ago the Secretary of 
the Army approved the plan for the installation of modern double- 
entry accounting records and systems covering all bulk inventories 
within Army cognizance wherever located worldwide. 

You tell us that in just about 1 year, from July 1, 1953, the Army 
will have installed a professionally accounting system 
eres a worldwide inventory estimated at between 25 and 30 million 

ollars. 


217 


Mr. Pearson. Yes. 

Mr. Wiectesworrn. You express the opinion that the data sup- 
plied will be of inestimable vais in the great task that lies ahead; 
namely, the closest possible control of expenditures for procurement 
of things. 

I understand that the Keystone report that you have discussed with 
us is typical of a report which will be made each month with respect 
to about each of 315 categories in the Army and that you think the 
reports can be available within 30 days or so of the end of the month 
to which each refers / 

Mr. Pearson. That is correct. 

Mr. Scrivner. Mr. Secretary, as I have listened to your statement 
and the presentation that you have made, it becomes quite apparent 
to me at least, and I think to the other members of the committee, 
that finally we are doing something we have been talking about for 
many years. The committee has not been too happy about the in- 
ventory situation, and this story you bring us is something we have 
been waiting for and we are glad to hear it. 

One other comment I would like to make is that you and the other 
Secretaries who have appeared before us to date have made your 
statements, and the statements have been made without referrinng 
questions to a large group of staff assistants. You have made the 
statements by yourselves, which proves to us you have a firm grasp 
of the facts and the problems with which you are faced. 

I could not help but notice, too, the comment that you made on page 
20 in which you referred to Under Secretary Johnson. I believe that 
he is leaving us now. I thought that was a most commendable state- 
ment. Iam to infer from that you are attributing to him some of the 
credit, or whatever you may wish to call it, for working with this 
ae ty and bringing it up to its present fruition. 

Mr. Pearson. That is true without question. 

Mr. Scrtvner. That sort of cooperation is something that is always 
commendable—to give credit to others who have taken a part in it. 


DISPOSAL OF SURPLUSES 


One of the big questions that always arises in the minds of the public 
is one which you mentioned, and one which you discussed briefly with 
Mr. Wigglesworth ; namely, the disposal of surpluses. 

The impression is that Uncle Sam does not get as much of a return 
from these surplus sales as he should. People in every community go 
up and down the street where surplus sales are on and they see the 
huge signs “Army surplus sale,” and they will see in there, too, some 
Army material and Army-type material, because a lot of these so-called 
Army items seen in the surplus stores have not been procured from 
surplus Army stocks, and they will see the figures at a much lower 
price than they know Uncle Sam paid, and of course they know, or 
conclude, that these surplus dealers have procured the merchandise for 
a comparatively low price and are thereby making a profit. After all, 
that is the purpose of being in business. If the profit is reasonable it 
cannot be frowned upon. 

What is the present method of disposal of surpluses and what is 
being done to try to bring into the Treasury a greater return for the 
surplus items that we must, and properly should, dispose of if for no 
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other reason than to eliminate the tremendous cost of storage and the 
making available of costly warehouse space which is now in such 
demand ? 

Mr. Pearson. The rules are prescribed by the General Services Ad- 
ministration, which defines the type of surplus the Army can sell 
within its own authority, and the type for which it must seek authority 
from the General Services Administration. 

On the type where authority is songht from the GSA, long lists are 
prepared as the surpluses are identified. 

The first attempt is to see if any other agency of the Army has use 
for that, in which case it is transferred without recovery of cost—zero. 
It is not sold; it is transferred without reimbursement. 

The next movement of that paper is to the Surplus Material Division 
operated by the Navy for the Secretary of Defense. They screen all 
defense agencies for the same purpose, and if any defense agency has a 
need for that article thev receive it without reimbursement to the ship- 
per. It then moves to GSA which screens all other users in the Gov- 
ernment, the Post Office Department, the Health, Welfare Depart- 
ment, and everybody, and if any of them can use it they get it without 
reimbursement. 

Then certain types of it move over and are screened through the 
charitable and profit-free educational institutions of the country, and 
if they can make any use of it they get it without reimbursement. 

What is left then is an emasculated list, returned to the depot, and 
it is said then, “We will sell this.” What we are selling is what four 
screenings have succeeded in not giving away. We then make those 
into lots in what makes a sensible industry grouping. Plumbing 
things would make a lot. Heavy construction things would make a 
typical lot. There are hundreds of copies of mimeographed lists made 
up and sent to addresses maintained on a mailing list in each disposal 
office in each depot, inviting people to come in and look and send in 
bids at a time stated. The bids are opened, evaluated, and the most 
favorable one selected. The man is then given 24 hours in which 
to remove the property from the depot. 

The Navy has tried the auction process with mixed success. The 
choice is a difficult one between going into the retail business and 
the wholesale business. We are in the wholesale business, making 
job-lot disposals in vast tonnages because our problem is so immense. 
If we were to try to set up a pleasing, attractive retail operation, in 
my judgment, the cost of doing so, plus the cost of operating those, 
would in all probability more than offset the additional price we might 
obtain by retailing rather than wholesaling, plus the dreadful time- 
consuming element involved in relation to the dimension of the dis- 
posal problem we are talking about. 

We are talking about a surplus disposal problem amounting to more 
than 5 times the total value of all of the things which fill 30 buildings 
to the rafters in this huge Richmond depot. 

In my judgment, we cannot afford to make small plans; if we do, 
we would defeat the main purpose of the entire exercise. We must 
make big plans; we must make vast movements; we must take into 
partnership in a sense the retailers and make it profitable for them 
to join in the process. That is my judgment on the best way to do it. 
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FOREIGN OPERATIONS ADMINISTRATION SCREENING 


Mr. Scrivner. In your discussion of those to be screened for their 
needs, I failed to hear any reference to our FOA. It is important that 
FOA be screened because there we are spending countless hundreds 
of millions of dollars. If we are going to give so much of our sub- 
stance away, we might as well give away surplus rather than dollars 
to buy currently produced items. 

Mr. Pearson. I frankly do not know where they get into that cycle. 
I will have to examine that. 

Mr. Scrivner. | would like for you to do that. In the many pro- 
grams that they carry on, certainly there is some place we could sub- 
stitute some of our surpluses we have for some of the dollars that they 
are asking for. 

Mr. Osrerrac. Do you mean military assistance ? 

Mr. Scrivner. Any assistance, whether it is military, clothing, 
drugs, equipment, trucks, or whatever it may be. 

Mr. Pearson. I will have to examine that and see where they fit in 
the cycle of handling. 

Mr. Forpv. May I interject a comment there? The former Deputy 
Secretary of the Army, Mr. Johnson, is here in the committee room, 
and he just indicated to me it does hold true, there is FOA screening 
initially. 

Mr. Scrivner. Good. That answers my question. 

Mr. Forp. Mr. Chairman, this is the second time that I have heard 
Mr. Pearson make his presentation. I think that it gets better every 
time. 

I think both Mr. Johnson and yourself deserve tremendous credit 
for this project. I gather from your comments, and from the results, 
that you have had good cooperation and assistance from the military 
personnel. I think that is highly commendable as well. 

I think now that you have kicked off the ball, so to speak, it is 
incumbent upon them and any others to make certain that this pro- 
gram is carried on at the same high level that it has been started. 

It will be most helpful to us, particularly from the Army’s point 
of view, if you have these data available at the time we consider the 
details of your appropriation. 

Mr. Scrivner. If I may add, if what I have seen in the past 7 
months is any indicator, and I believe it is, namely, I have seen more 
pride and satisfaction taken by the military in accomplishing a job 
of saving money and manpower than I have seen in the several years 
that I have been on the Appropriations Committee, we are going to 
get some results. I think the results are going to be very satisfactory 
and many of the charges made heretofore—and I have made some of 
them—about the wastefulness of the military will no longer be justi- 
fied. The spirit shown has been a great revelation to me, and of 
course quite inspiring. 

Mr. Osrertac. Mr. Pearson, I want to endorse what Mr. Scrivner 
has said. We have been hoping for action of this kind for some time. 
It is long overdue. 

I want to commend you for the job you are doing and what seems 
to be a solution of this complex problem, and one which is vital and 
in the interest, not only to the services, but to good government as well. 
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SURPLUS DISPOSAL PROGRAM 


Do you have = estimate as to what the size of the surplus dis- 
posal program will amount to and what you will finally come up 
with? 

Mr. Pearson. I think the best expression is to relate it to the physi- 
cal result of the removal of the contemplated degree of surplus prop- 
erty. I have expressed for the past 2 years the consistent belief that 
the Army, with good corey management and timely disposal of 
surplus stocks, could mothball 20 of its existing 73 depots. All of our 
continuing studies confirm that, and we find a deep confirming element 
when we look at the physical effects of the reduction of $845 million in 
the inventory of one line of merchandise. It would be virtually the 
equivalent of closing two Richmond depots. 

Mr. Osrerrac. Then there will not only be a tremendous saving in 
dollars and material, but there will be a saving of manpower as well ; 
am I correct on that assumption ? 

Mr. Pearson. Without question. There is no economical way of 
handling something you do not need to handle at all. What we are 
doing is eliminating the unnecessary handling and through that 
eliminating all the costs, including the manpower related to it. 

Mr. Scrivner. You should make available a great deal of warehouse 
space. 

PMY. Prarson. Those who are currently traveling among our depots 
are coming back to report a very noticeable honeycombing of stocks 
already evident. Gradually, those honeycombed areas will merge into 
large areas of vacant square feet and then a shed will be vacated, or a 
warehouse building vacated, and then a number of those, and then 
finally the full effect of it will be felt 2 years off, or 3 years off. We 
have built $300 million worth of depots in the United States durin 
the 3 years of Korean action. Improved supply management meet 
close every one we have built. 

Mr. Osrerrac. Mr, Pearson, will you explain what the plans call 
for? Take, for example, where you abandon a depot, and you men- 
tioned there are many of them in that category, so far as the plans to 
ultimately close them are concerned, what happens to those depots ‘ 
Are they sold? Are they put in mothballs? 

Mr. rson. I do not think anybody has thought that far ahead. 
The problems of getting there have attracted so much attention, and 
we are years away from the realization. While we should begin sooner 
or later to plan for that, it is not at a tangible planning stage yet. 

Mr. Osrerrac. It has been pointed out that in certain instances 
where facilities have been more or less abandoned, at least temporarily, 
that a problem develops in the proper care, supervision, and protection 
of these facilities. That will be a continuing problem, will it not? 

Mr. Pearson. The successful execution of the disposal problem will 
create a problem in the area of care of properties. 

Mr. Osrerrac. Have you any estimate as to the extent of savings 
your program will ultimately make possible; that is, in the normal 
operations? After this system is operating in full force and effect 
and the tremendous surpluses are disposed of and you get down to a 
normal operation under this new program, do you have any idea how 
much we will save? 
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Mr. Pearson. I would not like to make an estimate. 

Mr. OsrertaG. It would run into the billions ¢ 

Mr. Pearson. It would be a very large sum. 

Mr. Hruska. Mr. Secretary, you need not take the time now to 
answer these questions, but I should like to have you insert at this 
point in the record such comments as you may have in reply to them. 


COST OF WORK BY ACCOUNTING FIRMS 


Could you give us some idea as to the cost of work done by the six 
firms of certified public accountants to which you refer on page 8 
of your statement ? 

(The information requested is as follows: ) 


Through December 31, 1953, the six accounting firms have submitted invoices 
for work performed in the amount of $1,048,372.06. These billings cover most 
of the work of system design and installation in the Zone of Interior depot sys- 
tem and some work in system design for posts, camps, and stations. I esti- 
mate that billings by June 30, 1954, will not exceed an additional $500,000. 


SURPLUS STOCKS 


Mr. Hruska. By what methods or agencies or through what media 
is disposition and sale made of the surplus or excess stocks which you 
discuss throughout your statement ¢ 

(The information is as follows: ) 


Lists of excess and surplus stocks containing aggregate values of more than 
$300 are circulated among all ordering agencies within the Army, then among 
agencies within the Navy and Air Force, and finally, to other Government 
agencies, charitable institutions, and nonprofit educational institutions—all in 
accordance with regulations prescribed by the Administrator of General Serv- 
ices. Surpluses not consumed in this manner are offered for sale at point of 
origin by the request-for-bids processes widely used in Government. All bids 
are publicly opened, evaluated, and a successful bidder given a short time to 
remove the property from the premises. 


ROTATION OF PERSONNEL 


Mr. Hruska. In your statement, after you discuss what a dynamic 
inventory-control activity will achieve, you state further: 


To accomplish the foregoing, it will be necessary to clarify the organization 
lines and identify with each category of supplies persons of suitable rank and 
capacity to assume responsibility for all supply-management conditions at all 
levels. 

In this regard, will you tell us what your observation has been to 
date with reference to the policy of rotation of personnel, and par- 
ticularly of higher officer personnel in the military, and its effect upon 
the necessity to which you refer for we a persons of suitable 
rank and capacity to assume responsibility for this program ? 

(The information is as follows :) 

My viewpoints on the problems generated by the rotation of personnel happen 
to coincide exactly with the viewpoints expressed in the Report of the Advisory 
Committee on Army Organization, dated December 18, 1953, pages 43 to 55, 
inclusive. Copies of this report have been supplied to members of the Appro- 
priations Committee. I endorse the viewpoints of the advisory committee and 
express the personal belief that nothing would more directly contribute to 


improved supply management than the adoption of the committee’s recommen- 
dations. 
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Mr. Hruska. What recommendations or observations would you 
have as to modifying this policy of rotation insofar as it applies to 
this particular part of the program ¢ 

(The information is as follows :) 

The observations and recommendations of the Advisory Committee on Army 
Organization, previously referred to, treat thoroughly with this subject. I con- 
cur, without qualification, in the viewpoints of the Advisory Committee. 

Mr. Suerrarp. Mr. Secretary, when I came to this committee today 
I compiled quite a few questions which have been cleared up by the 
manner in which you have made your presentation. 

I want to compliment you people upon the approach you are taking 
to a very difficult problem. 

With reference to the end result, of course it would be difficult for 
you, or anyone else, to forecast that at this time with any degree of 
accuracy, but from the manner in which you express the depreciation 
of your inventory on a monthly percentage basis, it can only be as- 
sumed there should be a very heavy saving eventually as the result of 
this type of operation ? 

Mr. Pearson. That is correct. 

Mr. Suerrarp. I am completely in sympathy with the fact that 
it is going to take a period of time to make such a drastic revision in 
concept and procedure than has heretofore prevailed. 

I think you should know that whoever is responsible for your com- 
ing into the picture, with your associates, is to be commended. It 
takes background in business and engineering in the field in which 
you are presently dealing to realize what has to be done. 


C. P. A. FIRMS PARTICIPATING IN PROGRAM 


Now, with reference to the assistance you are getting through the 
firms that you referred to, your statement said six firms of C. P. A.’s. 
What six firms are those, please? Can you tell us the names? 

Mr. Prarson. 1 will supply them for the record. 

(The information is as follows :) 


List oF CERTIFIED Pusittc ACCOUNTING FirMs WHICH ARE PARTICIPATING IN THE 
ARMY’S PROGRAM FOR THE ACCOMPLISHING OF FINANCIAL PROPERTY ACCOUNTING 


Alexander Grant & Co., 1 North LaSalle Street, Chicago 2, Il. 

Arthur Young & Co., 165 Broadway, New York 6, N. Y. 

Ernst & Ernst, 1356 Union Commerce Building, Cleveland 14, Ohio. 
Lybrand, Ross Bros. & Montgomery, 90 Broad Street, New York 4, N. Y. 
Peat, Marwick, Mitchell & Co., 70 Pine Street, New York 5, N. Y. 
Touche, Niven, Bailey & Smart, 233 Broadway, New York 7, N. Y. 

Mr. Suerrarp. From the background of the group of six firms 
that you have referred to, how many do you consider have operated 
successfully for any extensive period of time in the so-called business- 
engineering field? There is a line of demarcation. 

Mr. Pearson. Yes. We engaged these people for their accounting 
professional qualifications, not for their business engineering. How- 
ever, at least one of the firms does have a business-engineering branch, 
or division, or department of some size. That is Ernst & Ernst. 

Mr. Suerrarp. Is it not usually conceded that in a group of out- 
standing firms in the field of accounting there is inherently business 
engineering ? 
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Mr. Pearson. They are very able men. 

Mr. Suerrarp. They may not have an individual or a series of in- 
— typed as engineers, but, nevertheless, the end result will be 

e same. 

Mr. Pearson. Each of these firms supplied us with able engineering 
counsel as well as accounting counsel. 

Mr. SuHepparp. So you do have the benefit then of a wide range 
of experience that would not ordinarily be identified as accounting? 

Mr. Pearson. These are sound, practical people. 

Mr. SHeprarp. At this time, what is the duration of your contract ? 
Are they open-end contracts ? 

Mr. rson. No. The contracts specify that they would devise 
a system, which has been done; that they would install it in the depots 
in the continental United States and supervise it worldwide, each 
being assigned an area, the technical service type of area. I believe 
they will complete substantially all of their work by June of this 
year when we complete the accomplishment of the program itself. 
They will then have been engaged for a period of perhaps 1 year, or 
13 months, or possibly 14 months. 

Mr. Suepparp. I assume the contract was predicated upon the dura- 
tion of the end result required ? 

Mr. Pearson. That is correct. They undertook to accomplish a 
purpose stated, and also undertook to do it within a stated time. 

r. SHeprarp. Which is a rather difficult feature to contemplate. 

Mr. Pearson. Yes; particularly because interrupting them during 
that time were the annual audits which keep them also busy. 


INSPECTION SERVICE 


Mr. SHerparp. There was one provision that rather impressed me 
as a highlighted possibility, and that was the followthrough I think 
you stressed rather definitely of your inspection system to see that the 
mechanics of the formula laid down were specifically adhered to. 

Mr. Pearson. Yes. No procurement is permitted which will violate 
authorized stock levels. 

Mr. Sueprarp. Now, just what will be the duty of those inspectors 
as you presently conceive those duties ? 

Mr. Pearson. They visit each procurement office on scheduled trips 
and examine the procurement actions being taken and just taken in 
that office. If they find a tendency to violate any of the basic rules, 
General Palmer has authorized them to place an embargo on any 
future procurement action until) that office has been put straight on the 
rules and the importance of following them. 

Mr. Sueprarp. Then, they will stay strictly, as I interpret your 
answer, in that field of function but will not be utilized as warehouse 
inspectors, and so forth? 

Mr. Pearson. The procurement offices are not located at the ware- 
houses. They are completely separate activities involving separate 
skills, as a matter of fact. 

Mr. Suerrarp. Will they be men of specialized background ? 

Mr. Pearson. Each technical service has specialists in depot opera- 
tions, procurement, requirement computations, maintenance, and so 


forth. 
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Mr. Smeprarp. Is it contemplated you will use what is commonly 
known as your available man, or are you going to bring into the pic- 
ture ee e specialists under the $50-a-day arrangement that is per- 
missible 

Mr. Pearson. There is no present plan with which I am familiar 
that will bring in anybody. I do believe the Army would benefit from 
some close attention for a year perhaps, of 1 man, 2 men, or 3 of long 
experience in the close commercial control of inventories. 

r. Sueprarp. That was my thinking. I wondered if you had ap- 
proached that possibility. 

Mr. Pearson. The successful operation of an inventory-control de- 
partment involves a thousand skills which can only be acquired by 
years of experience. It is best done in industry where inventories 
must turn or the credit of the institution is destroyed, its capital 
dissipated. These people acquire skills and experience which would 
be most helpful to the Army. I believe the Army should engage as 
many such men as it can absorb for as quick and as effective applica- 
tion as this principle of dynamic-inventory control as is possible. 


DISPOSAL PROGRAM 


Mr. Suepparp. Mr. Scrivner referred to the psychological reaction 
of the public relative to the procurement of surplus commodities, and 
youn adverse thinking pertaining to that subject matter. I know I 

ave had my own reactions when I go to a metropolitan or semimetro- 
politan area where I will be going down the street and I will see a 
tremendous sign saying “Army and Navy surplus, cut rates.” I am 
not too posted in the field of merchandising, but it has occurred to me 
that the sign is slightly misleading because a lot of those par emia 
if my information is correct, have been derived through what we cal 
fill-ins, mill-end runs, and so forth. 

Mr. Pearson. Contract cancellations. 

Mr. SHepparp. In many instances they never reached the classifica- 
tion of the military at all. : 

Mr. Pearson. Rejects. 

Mr. Suerrarp. | presume that is something we will have to deal 
with, and that is that. 

Mr. Pearson. In a disposal program of the magnitude confronting 
the Army, we must have the courage to make some mistakes. If we 
were to be timid and approach this so carefully we would avoid all 
possibility of a mistake, we would still have that $149 million worth 
of surplus property we disposed of in October. 

Mr. Suepparp. I think the point you brought out of your cost of 
warehousing as against your cost of sales is one of the important 
things. Even if you have to take your loss, take it fast. 

Mr. Pearson. That is right. 

Mr. Sueprarp. You will always come out better. 

Mr. Sixes. Mr. Secretary, I listened with a great deal of interest to 
your presentation. I have felt for a long time that a more realistic 
and up-to-date supply system is probably the greatest unfilled need of 
the services. I have felt there was much waste as the result of the 
supply system that has been in operation. Certainly, you aré ap- 
proaching a in a thorough and realistic manner which 
sounds very good. 
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I wish Ct a great deal of success in what you are setting out to 
accomplish. 


Mr. Pearson. Thank you. 


EFFECT OF REDUCTION IN STOCK 


Mr. Srxes. I would like for you to tell me whether in your opinion 
the new program of reduction in stock involves what might be called 
a calculated risk in military supplies. Is there the likelihood that in 
the event of an emergency we are going to find ourselves with over- 
depleted stocks? 

. Pearson. In my judgment, the effect is the exact opposite of 
that. The belief I have is that if we really take command of, and 
bring under close control, our peacetime operating stocks, particularly 
of the housekeeping variety—toilet paper, pencils, mimeograph paper, 
and a lot of those types of things—we will save money with which 
. buy, and create space in which to store more of the military types 
of things. 

We a some excellent illustrations of the effect of those things. 
I think the most outstanding one was toilet paper. When we started 
to examine some of these housekeeping inventories there was on hand 
in our depot system in the United States, as I recall, some 23 million 
rolls of toilet paper. Subsequently, it was reduced by this changed 

olicy to something under 3 million rolls of toilet paper. The savings 
in space and money, and in the people needed to handle the excess 
quantities resulted in a reduction of some magnitude in as prosaic 
an item as toilet paper. Multiplied several thousand times, this gives 
a clear impression of what we are talking about. 

Mr. Sr«ers. I like your statement that you plan to depend as much 
as possible upon commercial type items. 

Do you feel that there is a possibility in the event of an emergency 
that this policy will cause a serious domestic supply problem in some 
of those items when you would have to stock up in a hurry to provide 
for additional military forces? 

Mr. Pearson. My judgment is that we can acquire from new pro- 
duction in industry this type of material quicker than we can acquire 
the men who will generate the need for our having this type of mate- 
rial. The draft system and the processes of rebuilding even under 
the white heat of war are slow enough to permit the Salivary from 
industry of this type of housekeeping materials or equipment. 


INADEQUACIES OF OLD SUPPLY SYSTEM 


Mr. Sixes. For a number of years we have been told of the supply 
requirements for the services by people who obviously came to us 
in good faith. Apparently, the situation which you have described 
is one that obviously needs revision. 

What essentially was wrong in the way the supply system was 
operated before? 

Mr. Pearson. The most obvious lack was a lack of control account- 
ing information, the kind of information, the Congress contempiated 
when it passed Public Law 216 and required the services have such 
information. With that, it seems improbable to me that the Army 
would ‘have carried itself so heavily into overstocking. With good 
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solid information, it seems improbable to me that you gentlemen would 
have provided the money with which the Army could overload, if the 
Army itself were inclined to do so. The basic lack is the lack that a 

ilot of a plane would have minus all instruments and in bad weather. 

e have been minus all of our accounting “instruments,” and we have 
of course been in bad weather because merchandising involves antici- 
pation of future needs all the way. 

Mr. Sixes. The Department of Defense has certified to us time and 
time again an essential need for supplies for the proper operation of 
the military services; plus supplies which were required in order to 
build up some degree of a mobilization reserve. 

In your opinion, does that mean your predecessors simply came to 
us with a mistaken idea of military requirements, or was their book- 
keeping so badly wrong that they did not know what was needed ¢ 

Mr. apo Well T do not think it is quite as simple as either of 
those explanations. Perhaps 75 percent of the consumable supplies 
in the Army are inactive in our inventories at all times. We operate 
the supply system on what I estimate to be not more than 25 percent 
of the total of the items we have on hand. The balance of the stocks 
are idle for one reason or another—dormant stagnant, unmoving. 

As we talked earlier with regard to the big chart illustration, we 
still need to buy some things even though we have far too much of 
many other things. Now, without the ever-pressing existence of good, 
solid basic accounting data forcing us to move those things which do 
not move of their own volition, we can have, as I have demonstrated 
on this Quartermaster chart here, conditions where we suddenly learn 
that we have five times the inventory that we, ourselves, believe we 
should have. They were acquired without intent on the part of 
anyone. 

r. Stxes. Where is the difference in the determination of need? 
Apparently, before your day it was considered that the services were 
maintaining a proper level of stocks. Now, you have told us you do 
not need that amount of stock on hand. What produced this difference 
in the determination of need? Certainly a lower level of stocks is 
desirable from an economic standpoint if it is safe. 

Mr. Pearson. Except for quantitative figures on the estimated 
1,250,000 items in which the Army does business, the Army had 
no guide. Now, quantitative figures on 1,250,000 items cannot be 
controlled by any group of people, no matter how large and able. It 
is too great a mass of things. No common denominator, no control- 
ling data left the administrative forces of the Army without sufficient 
data through which to exercise the executive or administrative control 
over the actions of many thousands of people. When they bought 
there things there was then a solidly assumed need for doing so. 

We have a stock-level system which is a vicious and dangerous one 
if it is not watched carefully. It authorizes us to maintain stocks 
up to a maximum of 3 months. Now, that implies movement. In 
order to give it any meaning there must be movement. Our prob- 
lem is not in stocks that are moving. We have too many of them, yes, 
but those are not our problem. Time and attrition will solve that 
problem. The problem is in the 75 percent of the total number of 
items in our stocks which are not moving, which are stagnant and 
which have accumulated through years of inattention. 
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Mr. Sixes. I will attest to a need for improvement, and I am glad 
to see the determined start that you are making toward bringing a 
greater degree of order out of a situation that I am certain has in- 
volved a degree of chaos. 


EMPHASIS ON RECORDKEEPING 


I wonder if there is a possibility that you in this work may now 
or ultimately overemphasize the paperwork and the recordkeeping. 
Do you think that there is such a possibility ? 

Mr. Pearson. I think there may be danger of a tendency in that 
direction, offset by the great mass pressure which lies on the opposite 
side. If the pendulum should swing beyond its proper Beladios 
though, it would be a serious and great mistake. 

Mr. Sixes. Then you are conscious of that danger? 

Mr. Pearson. That was the reason we were so careful to show here 
today the manner in which we intend to specifically make use of the 
data developed by our accounting processes. They are to guide us 
to a conclusion, as they guided us to a conclusion just reached, which 
was as startling to us as to you gentlemen, that we could do better 
with a $200 million inventory than with $1,045 million in one line of 
merchandise. 


MOBILIZATION RESERVE 


Mr. Sixes. That brings us around to the point I think is of the most 
concern to me in considering the changes you have posed, and that is, 
“Does this plan involve using up any appreciable portion of the mobili- 


zation reserve which we have had such a difficult time building?” 

Mr. Pearson. There is nothing in the working of our present plans 
which would have other than a favorable and strengthening effect upon 
the desired mobilization reserve of the Army. 

Mr. Sixes. When you say “desired mobifization reserve,” does that 
mean you now have new lower levels of mobilization reserves? 

Mr. Pearson. No. General Palmer establishes a policy which states 
that for this type of supply we shall have on hand ready to go at a 
moment’s notice all of the things we will need, M-day plus 3 months 
Lien tig Siemens plus 6 months in other types. That policy repre- 
sents the cumulative judgment of men skilled in the process of pre- 
paring for such a contingency as that, and who must, themselves, go 
to face the contingency when it occurs. Nothing in the operation 
which we are conducting here would do other than support and 
strengthen such a policy, because the money that we have been putting 
into perhaps excessive quantities of toilet paper, to use the earlier 
illustration, can go to the development of a mobilization reserve of 
quinine, or whatever in their judgment is needed. 


SURPLUSES 


Mr. Sixes. It comes somewhat as a surprise, at least to me, that 
already we are accumulating surpluses. It has been only a little time 
since we were told we were tremendously short on nearly everything. 
That in itself followed a period of great disposal of surplus stocks. 
The one thing we do want to avoid is another system of peaks and 


valleys in buying Arm ceny We do not want this new plan to 
a ition. How have these surpluses built up 
in such a short time ? 

Mr. Pearson. I do not believe that they have built up in a short 
time. I think through better and more complete accounting data we 
are receiving more clearcut and broader impressions of the surplus 
problem than we have had in the past. The problem has been there. 
Any of those who have walked through depots as I have, very largely 
over the world, see the surplus that surrounds them. It surrounds 
one in any building one walks into. You see it and you know it is 
there, but lacking accounting data to guide you in the dimension of 
the problem, you are not able to keep it in perspective, nor are you 
able to carry with you the full recognition of it. 

Mr. Srxes. In the main, are you saying you have decided that you 
can get along on smaller stocks of current supplies—with a lower level 
of stocks? 

Mr. Pearson. Without question. 

Mr. Sixes. Is that the main difference? 

Mr. Pearson. Without question, we can. 

Mr. Srxes. How are you going to dispose of the surplus? 

Mr. Pearson. Principally by consumption in consumable supplies 
That is what takes time. That is the reason, as I pointed out here, 
it will take us 3 years to balance the clothing and equipage stocks. 

Mr. Sixes. You are not going to dump it on the market 

Mr. Pearson. No. All that is useful will be used. The basic 
philosophy of the Army, expressed in a phrase Mr. Johnson has used 
over and over again is—“live off the shelf,” do not buy anything until 
it is clearly demonstrated there is no escape from buying. Do not buy 
until it is clearly demonstrated there is no substitute suitable for the 
use. We will look about and carefully examine every possibility of 
avoiding buying before determining to buy. 

The effect of that, the practical, actual, and tangible effect, is that 
red line at the bottom of the first chart we looked at, which shows that 
we are not buying. 


TRAINING PROGRAM 


Mr. Sixes. This is obviously a big job and it is going to take time, 
and it is going to be a continuing job. What are you doing about train- 
ing personnel to carry out the new policies? 

r. Pearson. The Army is using every facility it can avail itself 
of soundly in that field. group of skilled educators who call them- 
selves the Harbridge House, a group of Harvard School of Business 
ex-professors, teachers, are presently engaged by General Palmer in 
writing the doctrines of improved supply management, the very 
doctrines we are talking about here. Upon the acceptance of those 


doctrines, the contract requires that this group of men prepare the 
material by which such doctrines can be taught to others. The third 
step in the same contractual cdg. gaa is that they then teach the 


Army how to teach great masses of people. Some will be taught by 
mail, some in classes, some on-the-job training, some cdadaticnek Thien 
and so forth. 

Mr. Sixes. I have gained the impression that some military people 
who are in charge of certain aspects of the supply problem look on 
supplies as something that are expendable under the wartime concept, 
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that do not require careful accounting. Those people seem to be very 
slow in inventorying receipts, and they seem careless about the man- 
ner in which orders are filed, or the manner in which requisitions are 
filled. In other words, they permit much waste. 

Is your inna, program to extend all down through the ranks so 
that everybody that deals with, and is charged with, management 
responsibility for supplies, is going to have to assume an actual greater 
responsibility for eliminating supply waste ? 

r. Pearson. I think that we can answer that in the affirmative. It 
is part of the daily problem of developing understanding and growth 
of capacity to perform increasing responsibilities. 

en I first came into the Army service they assigned to me a small 
team of men and sent me out to see how well the Army kept its stock 
records, its unit quantitative stock records. We visited 83 installa- 
tions of all types, depots, posts, camps, and stations, even down to 
company units. My conclusion from that 4 or 5 months’ analysis was 
that the unit quantitative stock records with which the Army worked 
were as accurate as any which I had worked with in the mail-order 
business. 

Mr. Srxes, Does this extend overseas? 

Mr. Prarson. That was in the United States. 

Mr. Sikes, I am inclined to go along with you, that in the main 
the work has been done well here, but I am afraid much of it has 
been done poorly overseas. 

Mr. Pearson. Subsequently, in visits to the Far East particularly, 
a different impression has generated. 


NECESSITY FOR AWARENESS OF RESPONSIBILITY 


Mr. Srxes. What are you doing to correct situations of that kind? 
For.instance a requisition was filed for automobile heaters in Leghorn 
recently. Through carelessness or ignorance an Arctic-type heater 
was ordered for use in the Italian-Austrian area. That requisition 
was filled here in the Zone of Interior without question. Now, in the 
first place, the Arctic-type heater should not have been ordered, and 
in the second place the order should not have been filled in the Zone 
of the Interior. ; 

What are you going to do to bring about a greater awareness of 
responsibility to eliminate cases of that sort ? 

Mr. Pearson. I continue to emphasize the importance of intelligent 
handling of all affairs relating to supply, the recognition of those 
officers who do outstandin “ jobs, intelligent jobs, and the reward 
of them by promotion and increased responsibility. Even more, the 
recognition of those who, for one reason or another, have no capacity 
to perform in this service and the elimination of those. 

r. Sixes. Is your training program in supply management going 
to extend all the way through the different groups of people who are 
charged with responsibility in supply handling? 

Mr. Pearson. That will be the intent, the consistent intent through- 
out all of this. We believe in many ways it now exists. There can 
be a closer coordinated and better administered program through 
better controlled records. 
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ESTIMATED DATE OF COMPLETION 


Mr. Sixes. Earlier you told us you a to have a complete story 
by June 30 on the pont i we have é hand. 

Mr. Pearson. The complete data, worldwide, we expect as of June 
30. It will take weeks after that to assemble it from all around the 
world, close the books and make the statements, so probably by earl 
August, as of June 30, 1954, a complete wonliiwiae statement wi 
be available—correct enough for all useful purposes, It will be avail- 


able for the guidance of anyone interested in this field. 


SINGLE-SERVICE PROCUREMENT 


Mr. Suepparp. For quite a some time there has been the working 
concept of single-service procurement. I am advised that it has 
been operating or brane very well. I was recently informed that 

ou have departed from the original concept and now are permitting 

station, depot or post, to buy in the so-called local market. When 

I inquired as to why that instruction had been issued, I was informed 

that it was to eliminate a lot of paperwork, plus the fact of carrying 
the stock in inventory. 

However, under your drastically conceived control operation, inven- 
torywise, what, if any, effect will that regulation have on the program 
that you are presently enunciating? 

Mr. Pearson. None at all. We measure our inventory objective 
related to the consumption of the depots themselves. To illustrate: 
If the $30 million a month rate of consumption up there on the chart 
could, by one process or another, be reduced to $25 million, an equiva- 
lent reduction in the allowed inventory would follow, and the desired 
balance would be maintained through any succession of subsequent 
changes in rate of consumption. 

Mr. Suerrarp. The plan that you are projecting here would not 
interfere with that concept, and you consider that an advantage across 
the board is attained? 

Mr. Pearson. Yes. The depot-handling cost defeats the difference 
of a minor percentage saving by central buying. 

Mr. Suerrarp. That is all. 

Mr. Wiccieswortn. Thank you very much, Mr. Pearson. Your 
presentation has been exceedingly interesting. 
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(AFTERNOON SESSION ) 
Fray, Fesrvary 5, 1954. 


CATALOGING, STANDARDIZATION, AND INSPECTION 
PROGRAMS 


WITNESSES 


CHARLES S. THOMAS, ASSISTANT SECRETARY OF DEFENSE (SUP- 
PLY AND LOGISTICS) 

R. F. HEPENSTAL, DIRECTOR, CATALOGING, STANDARDIZATION, 
AND INSPECTION 

ROBERT C. UNKRICH, STAFF DIRECTOR, MOBILIZATION PLANNING 
AND STATISTICS 

COL. JOSEPH R. DE LUCA, ACTING STAFF DIRECTOR, CATALOGING 
DIVISION 

NATHAN BRODSKY, ACTING ASSISTANT DIRECTOR, CATALOGING, 
STANDARDIZATION, AND INSPECTION 


Mr. Wiceieswortu. We have with us this afternoon Assistant Sec- 
retary of Defense in Charge of Supply and Logistics, Mr. Thomas. 
You have a statement for the committee, I believe, Mr. Secretary. 


GENERAL STATEMENT 


Mr. Tuomas. Yes, Mr. Chairman, I have. I understand I was to 
report to you today on the status of our cataloging, standardization, 


and inspection program. If I may, I would like to read this state- 
ment into the record and then I would be glad to answer any questions 
you might like to ask. 

I have been asked to discuss with you the accomplishments, status 
and problems of the cataloging and standardization programs carrie 
on in my office under Public Law 436, 82d Congress. I would like to 
first. state that, in my opinion, there has been a great deal of misin- 
formation and misunderstanding concerning the status of the so-called 
Federal catalog program. I think you will be pleased to know that 
that program has made much more progress and is much further along 
than the Congress and the public have been given reason to believe. 

I think I have had the type of experience in the supply and logistics 
field which enables me to appreciate the significance of the cataloging 
and standardization programs. I served as special assistant to the late 
James Forrestal in World War II and later as a special consultant to 
the Secretary of the Navy specializing in the supply and logistics field. 
Only recently I returned from a 3 weeks’ trip to the Far East, includ- 
ing Japan and Korea, where I’ve had a chance to see firsthand our 
logistics program—and, after all, the main purpose of a logistics pro- 
gram is to get the right thing at the right time to the fighting man at 
the front to help him win a war. 

My office believes that it is to the best interest of the soldier at the 
front, to the services themselves, and to the taxpayer to have a common 
supply language created through the Federal catalog program. Such 
a common language has obvious advantages in all the functions of 
supply, such as receiving, storage, requisitioning, issue, inventory con- 
trol, maintenance, and disposal. 


|_| 
ne 
S 
n 
d 
4 


232 


Such a common system of identification will make possible a greater 
interchange of common-use material and items between the services 
and assist in further standardization. This, in turn, will result in 
reduced inventories, a reduced requirement for storage space, and less 
personnel. 

The advantages of an efficient and effective common system of iden- 
tification are obvious, and my office is dedicated to giving the services 
the best system of this kind that is practicable. 


FEDERAL ITEM IDENTIFICATION 


With respect to the accomplishments and current status of the 
cataloging program, we had completed in the 18 months between July 
1, 1952, and December 31, 1953, a total of 530,000 Federal item 
identifications. 

Mr. Wiccieswortu. What does that mean, when you say Federal 
item identification ? 

Mr. Tuomas. We have taken items in the three military services and 
have identified them by identification descriptions, and they have been 
identified so that we screen out of the system any numbers or any items 
that are carried under different stock numbers or different descriptions. 

This means that development of the common language product of 
single identification is now about 26 percent complete. Based upon 
a complete internal inventory of the production status of item identi- 
fications and actual military departmental capabilities, we scheduled 
in December 1953 the next 6 months’ production. We anticipate the 
completion of an additional 300,000 item identifications in that period. 
This will then give us a total of 830,000 items completed by the end 
of June 1954. We estimate that by the time we reach a stage of total 
maintenance in this program, we shall have reduced from close to 
4,000,000 gross items to about 2,000,000 net items in the military sup- 
ply system. Therefore, we believe that the total job will be about 41 
percent complete by the end of June 1954. 


SCHEDULE FOR CONVERSION TO FEDERAL CATALOG DATA 


We are conducting a joint analysis with the military departments of 
the remaining workload and ascertaining work measurement factors. 
In March 1954, we will complete the schedule of production for the 
entire identification program. Then in April 1954, we shall develop 
a completed schedule for conversion by the military departments to 
the use of the Federal catalog data in all functions of supply. 

The greatest single accomplishment, apart from continuing the 
vigorous development of catelbooglinge tools for item identifications, has 
been the analysis by the military departments of their logistics sys- 
tems and their development of master plans for the integration of 
and conversion to Federal catalog data. These plans were submitted 
to my office in September 1953, and after careful analysis to determine 
that the full objectives of the program had been achieved in the most 

racticable manner, these plans were approved. The military serv- 
ices have already converted to the use of the single identification in 
the area of food. Moreover, conversion to the use of the single item 
identifications is now in process in all services for clothing, medical, 
and fuel, and these areas will be completed by June 30, 1954. 
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We must emphasize, however, the complexities and far-reaching 
effects of the changeover to the use of Federal catalog data. It must 
be conducted with utmost care to insure that the supply support of our 
military missions at home and throughout the world will not be im- 
paired nor endangered during the transition period. 


CONSULTANTS 


Actually, the cataloging activity is a bangle 0 | program dealing 
with millions of technical items of a scope never before undertaken by 
either Government or industry. To assure ourselves that the catalog- 
ing program is, in fact, sound, that it is headed in the right direction, 
that it is being conducted in the most effective and expeditious manner, 
we obtained from industry the services of several eminently well- 
qualified consultants who conducted individual surveys. These men 
were Robert W. Koch, director of purchasing, Firestone Tire & Rub- 
ber Co.; Mr. G. W. Cunningham, who headed the Sears-Roebuck cata- 
loging program for 25 years; and Mr. J. L. Skelton, in charge of the 
General Electric Co.’s cataloging program. These men have fully 
endorsed the cataloging program and confirmed our belief that the 
people engaged in this complex undertaking in the military depart- 
ments and in the Office of the Secretary of Defense are qualified and 
are performing their tasks effectively. 

Weare dedicated to the most effective use of this single supply lan- 

age throughout our military economy, for it is through use that 

nefits are attained. It is our intention to see that no benefit that 
may be realized in military supply operations will be overlooked. 


STANDARDIZATION PROGRAM 


Turning now to our standardization program, we believe that this 
is the most important area for achieving efliciency and particularly 
economy. Our defense standardization program must have a towfold 

urpose : (2) To increase the combat effectiveness of our military 
orces; and (b) to conserve material, resources, production facilities, 
money, manpower, and time. To achieve these objectives, we must 
(1) reduce the number of unnecessary sizes, kinds, and types of items 
in the military supply systems; (2) increase the interchangeability 
of component parts; (3) eliminate duplicating procurement inspec- 
tion and establish uniform inspection practices, and (4) establish 
uniform packaging and preservation practices. 

The core of our standardization program must be based on the 
concept that industrial capacity will be required to produce the items 
and that requirements must, therefore, be realistic. Variations in spe- 
cifications for similar items are costly; they lessen the advantages of 
production runs, frequently cause retooling, delayed deliveries, and 
result in confusion in industry. It is, therefore, our aim to develop and 
use single and simple specifications for the same type of items. More- 
over, wherever practicable and economical, nationally recognized in- 
dustry and technical societies’ standards and specifications must be 
integrated into the military systems. 

e military services have been placing increasing emphasis on the 
elimination of obsolete, duplicating, overlapping, and unneeded items 
of supply. During the 6 months between July 1, 1953, and December 
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31, 1953, the military services eliminated over 44,000 items from the 
supply systems, as a result of consolidation of specifications and re- 
duction in items due to standardization. Savings from this type of 
operation will be reflected in every function of supply. 

While we believe that there have been significant accomplishments 
in the area of standardization, we know that we have only scratched 
the surface. We are, therefore, focusing our attention on this area in 
order to develop the basic concepts, a sound program and proper re- 
lationships with industry. We believe that standardization is a fer- 
tile field for greater efficiency and economy, and we are taking steps to 
vive increased impetus to this program. 


PROCUREMENT INSPECTION 


In the area of procurement inspection which is really a phase of 
standardization, we believe that significant strides have been made 
in assigning military inspection at plants to single inspection activi- 
ties. Out of a total of approximately 35,000 plants in the United 
States supplying atiiriel to the military departments, there are 
presently less than 8 percent of such plants where more than 1 
military inspection activity is conducting inspection. Negotiations 
are being accelerated to assign the remaining plants to a single in- 
spection activity. We are also taking steps to improve the inspec- 
tion procedures on small purchases where the material can properly 
be inspected at destination rather than at source of supply, thereby 
——s an inspection workload from field activities as well as a 
source of irritation to suppliers. 

We are striving to include the most modern inspection concepts in 
our military inspection procedures. In addition, the military de- 
partments have established training programs for inspectors to pro- 
vide the necessary indoctrination in the new concepts. 

Recognizing the extreme importance of the cataloging and standard- 
ization programs, we have been most fortunate in securing Mr. Roger 
F. Hepenstal to head these programs as Director of Cataloging, Stand- 
ardization and Inspection. Mr. Hepenstal joined our office on the 
11th of January. He is a graduate engineer and has had extensive 
experience in industry as vice president of the American Can Co. in 
charge of all of their production activities. We believe that he is 
eminently qualified to head this program and to expedite it as rapidly 
as is feasible. 

We are all working together in the Defense Department to perfect 
and expedite these programs. 

That is my statement, Mr. Chairman. 

Mr. Wiceieswortu. Thank you very much, Mr. Secretary. 

This work which you have just referred to was previously carried 
on, was it not, by the Defense Supply Management Agency? 

Mr. Tuomas. Yes; it was. That was abolished at the same time 
the Munitions Board was abolished. : 

Mr. WiceteswortH. When did you take over that work? 

Mr. Tuomas. My office came into being under Reorganization Plan 
No. 6 last summer. I went into the Office, as the first one to ever fill 
the Office of Assistant Secretary, in August of last year. 
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NUMBER OF PERSON NEL 


Mr. Wiacteswortu. How much personnel do you have devoted to 
this work now (a) with respect to cataloging, (b) with respect to 
standardization, and (c) with respect to inspection and packaging? 

Mr, Tuomas. Well, is it all right if I go back to the Munitions 
Board and what they had to carry out these same functions? 

About a year ago last June they had around 900 people in these 
various activities, excluding transportation and communications. Of 
that about 275 were in the Cataloging, Standardization, and Inspec- 
tion Divisions, which is purely operational. 

Mr. WiaGLesworru. many ¢ 

Mr. Tuomas. About 275. So 275 from 900 is about 625 that were 
in the Munitions Board supposedly for policy making. 

Mr. Wiecteswortu. Which had nothing to do with this cataloging 
and standardization ¢ 

Mr. Tuomas. That is right. Now, we have, against those 625, today 
about 145 people, so we have eliminated almost 500 people from what 
was the old Munitions Board. 

Mr. WiceieswortH. You mean in your entire Office you have only 
145% Or do you mean you have 145 devoting themselves to cataloging 
and standardization ¢ 

Mr. Tuomas. Against the 900 which they had for all of that we 
have now about 245 in the Cataloging, Standardization, and Inspec- 
tion Divisions. We have about 145 in all the other areas, except trans- 
— and communications, which has been added to our Office. 

e have in those divisions now about 40 people. So in my Office today 
there are roughly 185 people plus the Cataloging, Standardization, 
and Inspection, the 245. 

Mr. WieeiteswortH. Which gives you an overall total of 430? 

Mr. Tuomas. That is right; against about 900 for the Munitions 
Board a year and a half ago. 

Mr. Wiaetrsworrn. Of the 430, 245 are engaged in what work? 

Mr. Tuomas. Cataloging and standardization and inspection. That 
is approximately right. It may be a few one way or another. 

Mr. Wiceteswortu. That 245 would compare with what figure un- 
der the Munitions Board ¢ 

Mr. Tuomas. Well, that 245 excludes the transportation and com- 
munications. The Munitions Board, less the cataloging, had about 
625. Not including those. 

Mr. Wiceieswortu. What I am trying to get are the comparative 
figures for standardization and cataloging. 

Mr. THomas. Standardization and cataloging. The cataloging di- 
vision has roughly the same as it had in the Munitions Board. 

Mr. Which is how many 

Mr. THomas. 245. 

Mr. Wiaeteswortu. I though you said that included transportation. 

Mr. THomas. No. We have 145 people to carry out what the Muni- 
tions Board used to have 625 for. 

Mr. WieeieswortH. Can you tell me how many you have engaged 
for cataloging and how many you have in standardization ¢ 

Mr. Tuomas. In cataloging and standardization, that division, 
about 245 people. 

Mr. WicerrswortH. 245% 


Mr. Tuomas. Yes. 

is, Warners You say the Munitions Board had about how 
many 

Mr. THomas. About 275; about the same. 

Mr. Wicc.eswortH. About the same? 

Mr. Tuomas. That is a manual operation. These items come in 
and have to be described, and it is purely a manual operation. 

Mr. WiccieswortuH. Does that include packaging and inspection? 

Mr. Tuomas. Yes. 

Mr. Wiccieswortn. The record last year indicates that Admiral 
Fowler of the Defense Supply Management Agency had 275. 

Mr. Tuomas. Our figure today is about 245. Two hundred and 
forty-five is our exact figure on board today. 

r. WiGGLESWorTH. The work which you are referring to now, 


so far as your office is concerned, is the work of supervision, generally 
speaking, is it not? The detailed job is done in the three departments? 

Mr. Tuomas. That is right; policymaking and overall coordination. 
The actual operations are all in the military departments. 


IDENTIFICATION AND CONVERSION 


Mr. Wice_eswortn. You refer in your statement (a) to Federal 
item identification and (4) to the integration and conversion of Fed- 
eral catalog data. For the record would you enlarge on those terms 
a little, to clarify them? 

Mr. Tuomas. Well, there are about 4 million items in the 3 services, 
roughly ; between 4 million and 414 million items. Each service has 
had its own cataloging and its own identification system. 

When you talk about an item and identifying it and getting a 
standard identification, you will find in many cases that the same item 
in the different services was called by a different name. When you 
identify it and you bring it into your catalog it is only one item. 

In many other cases we find where an item has had many different 
stock numbers, because it was not properly identified. So the proper 
identification, describing it under standard procedures of identifica- 
tion, means that you may get 1 item or 1 stock number where you had 
2 or 3 or maybe 400 stock numbers before. 

So by the proper identification of these items we will probably bring 
the 4 million items down just in identification and screening and puri- 
fying alone to, I will guess, 214 million items. In the standardization 
work, we will eliminate a lot more items. 

Mr. Wicc.eswortn. I am trying to get clear for the record the dis- 
tinction bet ween identification fm integration and conversion to Fed- 
eral catalog data. ' 

Mr. Tuomas. You first have to identify the item and give it a Fed- 
eral catalog number, and then you have to get that into your system 
and use it, convert it into use into the system. 

i ne 7 you like to have a very simple description by the colonel who 
eads it 

Mr. Wiacteswortu. I do not want too much detail. I just wanted 
the record to be clear. 

I should think, from what you say, that the second step of integra- 
tion and conversion into Federal catalog data would be comparatively 
simple, after you get the initial identification work done. 
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Mr. Tuomas. When you get to different classifications, then I think 
the range is about 7 to 9 months, depending on the complexity of the 
items, to get them converted into actual use in your system. 
course, Conversion cannot begin in all classes at the same time. 


PROGRESS OF IDENTIFICATION WORK 


Mr. Wiceteswortu. I notice, referring to cataloging, that you indi- 
cate that so far as the identification work is concerned about 26 percent 
of the job is now completed, and that by June of 1954 you figure 41 
percent of it will be completed. 

Mr. Tuomas. According to our present schedules. We think those 
are realistic schedules. 

Mr. Wiccteswortu. A year ago when Admiral Fowler appeared 
before the committee I pet him how much of this work had been 
completed, and when, in his opinion, the initial single catalog would 
be available, and he apparently made the statement, “I believe we 
will have pretty well completed the work by the end of the coming 
fiscal year.” I said, “Do you mean July 1954?” and he replied, “That 
is correct.” 

This would look as though your estimate for completion of the work 
is considerably later than that. I know it is a job that is perhaps never 
wholly up to date, but when do you expect to see the job completed 
insofar as it can be? 

Mr. Tuomas. Mr. Chairman, Admiral Fowler’s estimates were 
never realistic, in my opinion, and they were always giving estimates 
that they never met, and they never could have been met on the 
schedules that he gave. 

We had down here, as I say, Mr. Cunningham of Sears, Roebuck, 
who headed their division for some 25 years, who is an authority in 
the world of cataloging. We had Mr. Skelton of General Electric, 
too, and they are the technical type of people who understand the 
items we have in the military system. We had Mr. Koch of Firestone 
Rubber. 

All of those men have gone over this program, all three separately, 
and their conclusions were exactly the same. The program was 
sound, but it would take quite a while to develop it on a realistic 
schedule basis. 

We have now set out a schedule where we will have completed iden- 
tification approximately in 1956, and we will probably have conversion 
by about 1960; and it will not be much before that. 

If it is done on those schedules, with 4 million items and the com- 
plexity of it, it will be a very good job. 

There is no use to say it is going to be done much before that, be- 
cause the best specialists that we get say it cannot be done much 
before that. 

Mr. Wicaeieswortu. You say 1956 for what work? 

Mr. Tuomas. For the identification. Roughly 1960 for the con- 
version. That is based, I think, on the best information we can get 
from the best qualified people in the world to do it. 
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SAVINGS 


Mr. WicciEswortH. Have you any estimate as to savings dollar- 
wise which may result from this cataloging work ? 

Mr. Tuomas. Well, Mr. Chairman, a catalog as such does not save 
you anda Nobody can ever tie down a specific saving to a 
catalog. 

A cies is only a part of it, and it runs all through an integrated 
management supply program. 

You have first your procurement. In your procurement if you have 
a standard catalog, you buy against a catalog and you buy against 
items which are described, which you know. 

Then you have production. 

Then you have inspections, 

Then you have storage. When you get to storage, a standard 
number is like an address on a letter. It helps tell you where to bin 
it and where to stock it. When you distribute it it helps tell you 
where to go to get it to distribute it. 

If you have interchangeability between warehouses, between serv- 
ices, there is a common language of supply. It works all through 
your integrated supply management program. 

But it does not save any money as such. All it does is identify 
the item. 

There has been a tremendous amount of misinformation on the 
fact that it will save you # billion or $414 billion. Nobody can put 
a tag on what a catalog will save you, because it just identifies the 
item. It does not have anything to do with your buying and how 
you buy it, whether you buy it right or whether you buy it wrong, 
or whether you have too much of it or whether you have too little of 
it. It is only a part of an integrated supply management program. 

Mr. WiceLesworru. But indirectly it should contribute—— 

Mr. Tuomas. Oh, very definitely. 

Mr. WiceLeswortu. To very savings. 

Mr. Tromas. Very substantial savings. There is no question about 
that. But anybody that puts a specific dollar item on it really does 
not understand the problem. 


STANDARDIZATION 


Mr. Wiactesworrn. You state that you believe that the standardi- 
zation program is a most important area for achieving efficiency and 
particularly economy. What can you say as to the progress of that 
program ? 

Mr. Tuomas. Well, I do not think we have made much progress on 
it. I do not think anybody has ever really taken that one and done a 
iy | aggressive job. I think we have barely scratched the surface 
on it. 

In my opinion standardization is the one area that will give you a 
better defense program and will save you a tremendous amount of 
money. 
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I went to Japan and Korea, and I went to Pusan. I saw 25 different 
tractor-mounted cranes, of different makes. I saw 10 of the Engineer 
Corps items that had over 400 different makes and models. They are 
trying to stock spare parts for maintenance, overhaul and upkeep on 


ing. 

e can get in there and standardize our major items and get rid 
of all this spare parts problem and all of this maintenance problem 
with the different types and ditferent models, and I think the savings 
are almost sabahiovabte that you will make. We have scratched it to 
a certain surface. We have decreased the ball bearings from 74,000 
to 21,000. We have decreased electron tubes from over 5,000 to 192, 
which we have standardized on. We have decreased 3- to 4-inch in- 
ternal combustion engine fast wearing parts from over 1,000 to 59. 

On something that even I can understand, we have reduced the num- 
ber of screwdrivers in the services from about 800 to 120. Now, there 
is a tremendous opportunity for standardization of other things in 
the services. 

Mr. WiceLeswortu. I notice you say that between July 1, 1953, and 
December 31, 1953, in a period of 6 months, the military services elimi- 
nated 44,000 items from the supply systems 

Mr. Tuomas. That is right. 

Mr. Wiceteswortu. “As a result of consolidation of specifications 
and reduction in items due to standardization. Savings from this 
type of operation will be reflected in every function of supply.” 


SAVINGS 


Can you put a dollar figure on savings with respect to that 6 months’ 
accomplishment ¢ 

Mr. Tuomas. Mr. Chairman, I do not think so. I think if you try 
to put dollar figures on it it will not work. I just would not want to 
do that, because I am not sure enough of it. 

It is a very large amount. We have just scratched the surface in 
it. I think the savings over a period of time, when we push this 
program, will be great. 

Mr. Hepenstal here has a background in that sort of thing. He is 
going to head the program. He is going to push it very vigorously. 
I can only say I think the savings will be tremendous. I just do not 
want to put a dollar ticket on them. 


TIME REQUIRED FOR COMPLETION 


Mr. WiageteswortH. Have you any estimate ef the time required to 
do that job? 

Mr. Tuomas. That will be a continuous job. I think now in the 
next couple of years we ought to make some tremendous strides, be- 
cause once we get a lot of these items standardized then you will have 
a perpetuity of that. Until you do that it is going to be a big job. 

Mtr Wiceieswortu. We have a right to hope, therefore, for very 
substantial savings in the course of the next 2 years, in your opinion 4 


Mr. Tuomas. I think it will be tremendous. You will not only have 
the savings, Mr. Chairman, but you will have a better military supply 
system, too, because you will have the things flowing through the 
pipeline that you need and you will not have your pipeline clogged 
up with a lot of different makes and different models and different 
spare parts and all the things that go with the maintenance. 


INSPECTION PROGRAM 


Mr. Wiccteswortu. You refer to procurement inspections. Is 
that under a separate program from the two we have been discussing! 

Mr. Tuomas. Yes. It ties in. The division is Cataloging, Stand- 
ardization, and Inspection. 

inspection, as we have had it heretofore in the various manufactur- 
ing plants that have been manufacturing for either 2 or 3 of the 
services in many cases was such that each service had its own inspec- 
tion office. The Army might have held inspections with its inspec- 
tion effice, the Air Force with 1, and the Navy with 1, if the plant was 
making something for the 3 services. They would have the inspectors 
coming in all the time. 

There have been some areas where you have had 7 inspection teams 
in 1 day come into a plant. I think it is very costly in your manu- 
facturing operation, because it creates interruptions in your produc- 
tion program. The more people you have coming in like that the more 
they are apt to to slow up your line. 

What we are doing now is that in each plant we are having what- 
ever service has the majority interest have the inspection office, but it 
is one office. In most cases one of the services can do the inspection. It 
simplifies the inspection t mbes ti takes a lot less time, and does it 
much more efficiently and economically. 

Mr. Wicoieswortu. In last year’s hearings at pages 280 and 281 
the committee was furnished with 2 tables in respect to the 35,000 
plants to which you refer. 

One shows the prime-contract procurement inspected and accepted 
at suppliers’ plants and the total number of military and civilian 

ersonnel involved in military procurement inspection, broken down 
into the 3 services. 

The other shows the total number of civilian personnel involved in 
military procurement inspection and the total number of military per- 
sonnel involved in military procurement inspection, in another column, 
also broken down by the 3 services. 

I wonder if additional columns could be added to each of these tables 
which would give the comparative figures as of the present time? 

Mr. Tuomas. Now let me see if this will answer part of your ques- 
tion: The potential benefits from a more efficient inspection program 
are apparent in the light of the fact that procurement—— 

Mr. WiccLeswortH (interrupting). We would just like to have 
those 2 tables brought up to date, so to speak, with comparative figures. 

Mr. Tuomas. We would be glad to bring those up to date. 
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(The information is as follows :) 
Military procurement inspection (continental United States only) 


Navy Air Force 


Calendar year 
. 1952 1953 1952 1953 


Estimated prime contract procure- 
ment inspected and accepted at 
—y plants (dollars in bil- 


$12. 36 | $4.98 | 1 $8.84) $8.22 


personnel were utilized 325, 000 200 |*12, 775 | 5, 424 
To number of military and ci- 
vilian personnel involved in mili- 
Ln procurement inspection ?__._. 13, 915 | 47,662 | 7,774 | 44, 718 
Total number of civilian personnel 
involved in military procurement 
inspection ? 13, 500 | 12, 578 | 47,243 | 7,349 | 4 4, 603 25,346 | 24, 558 
Total number of military personnel 
involved in military procurement 
inspection 1,300 | 1,337) 4419 425 4115 38 | 1,834 1, 800 


1 These figures are estimates only since neither complete nor reliable data for these entries were available 
from the Department of the Navy. They do not include data from the Bureau of Ordnance and the 
ey rete ae The Department of the Navy is now preparing a more complete estimate. 

As of Dee. 31. 
4 Estimated, since most plants supply more than one of the military departments. 
* Revised on basis of recent and more accurate estimates. 


Mr. Tuomas. I think a year ago there were 12,000 of the 35,000 
plants that had single inspection offices, and I think now it is 92 per- 
cent of the 35,000, so it is pretty well along. 


COORDINATION 


Mr. WiccteswortH. Does your work tie in with the work we heard 
about this morning through the Deputy Under Secretary of War, Mr. 
Pearson ? 

Mr. Tuomas. No, Mr. Pearson is in the Army. The defense level, 
as I say, is the overall policymaking and coordinating level. We would 
have to do with the policies under which Mr. Pearson works. 

Mr. Wiccieswortx. And with others in similar positions in the 
Navy and the Air Force? 

Mr. Tuomas. That is right; and the Marine Corps. 


SCOPE OF WORK 


Mr. Wiccreswortn. It is true that you were asked to testify es- 
pecially with respect to the progress in the cataloging and standardi- 
zation programs but I wish you would briefly indicate for the record 
the scope of your work as Assistant Secretary, particularly with ref- 
erence to the work formerly done by the Munitions Board, which I 
understand you have in large measure replaced; have you not? 

Mr. Tuomas. Yes. The only thing we do not have that the Muni- 
tions Board had was properties and installations. That went over 
to Secretary Floete. 

Then there was industrial security. That went over to the Man- 
power and Personnel Division. 

Added to my functions have been those of transportation and com- 
munications, which the Munitions Board did not have. 
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I can give you very quickly what my responsibilities are: Develop- 
in ond Pe for the Department of Defense in the broad 
fiel s of procurement, production, distribution, transportation, stor- 
age, cataloging, requirements and mobilization planning. 

Mr. Wicciesworrn. That throughout is a policy job, the details of 
which are worked out in the 3 services or put into effect by the 3 
services? 

Mr. Tuomas. Policy and coordinating. We set up the general 
policies, 

We work with the services and set up their policies, and we look 
to them to implement those policies and follow through to see that they 
are implemented. 


DECISIONS ON REQUIREMENTS OF EACH SERVICE 


Mr. Wiceiesworrn. When the question arises of how much of a 
iven number of end items shall go to one service or another, is that 
or your decision now ¢ 

r. Tuomas. Well, it would be if it were necessary. I mean, if they 
could not come to an agreement or if it were a matter of division of 
certain items. 

Mr. Wiceieswortu. In other words, as a matter of organization 
now we have in terms of production and allocation and other fields 
a one-man decision as distinct from the old setup of the Munitions 
Board, where all the services came in and negotiated with each other 
as to who should get what? 

Mr. TxHomas. Well, in your mobilization planning and your plan- 
ning under the joint strategic plan we work with the services in work- 
ing out their specific requirements. That is coordinated right in our 
office. It is a coordination job. 

If there were any question it would be decided in my office. 


MUTUAL SECURITY PROGRAM 


Mr. Mruier. Might I ask a question right there, Mr. Chairman / 

Mr. Certainly. 

Mr. Mizier. How would that affect something that might be used 
in the mutual assistance program. 

Mr. Tuomas. That does not come under my office. 

Mr. Miter. Does your office have any say as to that at all? 

Mr. Tuomas. No. None. 


SPARE PARTS 


Mr. Wicaieswortu. Do you have anything to say about the number 
of spare parts that are to be ordered, or is that for determination 
within the respective services / ; 

Mr. Tuomas. That is for determination in the respective services. 
but our responsibility is to see that the services do set up good systems 
of spare parts. We do not think they have had those in every case. 

Mr. Wiccieswortu. Systems but not numbers. 

Mr. Tuomas. Not numbers. It has to be done on a system basis, 
because the thing is so tremendous that it cannot be done on an isolated 
or individual basis. 
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We are responsible for seeing that they get good systems and 
modern systems for setting up their spare parts requirements or what- 
ever their areas are. That is a big field, incidentally. No one has 
licked that one yet. 

Mr. Wicateswortn. I think it is a tremendously important field. 

Mr. Tuomas. Yes. 


ARMY ORDNANCE 


Mr. Wiccteswortu. Do you have anything to say about the num- 
ber of Army ordnance districts and that kind of thing? 
Mr. Tuomas. No; that would come within the Army organization. 


MOBILIZATION BASE PRODUCTION PROGRAM 


Mr. Wiccieswortu. How about the mobilization base. Do you 
come into that picture? 

Mr. Tuomas, Are you talking about the mobilization base produc- 
tion program ? 

Mr. Yes. 

Mr. Tuomas. Yes, that is in my office. I might just cite you a few 
things on that. 

RESERVE TOOLS AND FACILITIES 


The mobilization base production program is, as you know, the 
title of DOD Directive 4300 7 of November 10, 1953. It sets out some 
broad mobilization base policies designed to put into perspective and 
lay down specific ground rules for fiscal a 1954 appropriation item 


of $250 million for reserve tools and facilities. 

That, if you will remember, was where Mr. Wilson said that we do 
not know just what of that will be needed. We will not know it until 
we have a chance to take a good look at it and study the various 
programs. Mr. Wilson said he would personally guarantee that that 
money was wisely and appropriately spent. 

Mr. WiceLesworru. As a matter of fact, none of it has been spent 

et. 
* Mr. Tuomas. None of it has been, yet. 

As a matter of fact, there are three different phases in a mobiliza- 
tion program. ‘There is the first phase on M-day, your present pro- 
duction. The next phase is an interim period where you have your 
standby and mobilization plants that get into production. Then 
your final phase on all-out production is in your new plants. 

Our feeling is over there—and certainly mine is—that the civilian 
economy of this country is producing at the highest level in the history 
of the world. It is also producing for a very tremendous military 
economy, and we are still in many areas overproducing. If we over- 
night went to war and turned all that production capacity loose on 
military production I think it would be a tremendous production. 

I think we want to be in a position to capitalize on that. I think 
that there are certain things that you can do that would help in this 
interim period, and there are certain expenditures for certain critical 
facilities and critical tools and the like that could be completed for 
that interim period and might be the key to your whole production 


program. 
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We think we ought to keep that production potential very active 
and alive. We have sent out to the services certain criteria which 
they can apply for part of this money. They are very strict require- 
ments. 

From two of the services they have come in. They have not been 
analyzed yet. Another one is ready, and will be in in the next few 
days. These will be very carefully analyzed. ad 

one of that money will be spent unless we think it is in the critical 
areas of this interim mobilization period. Our feeling is that that 
money should be continued without any question, because that might 
be the key to your mobilization base. 

We want to do everything we can to keep this great production 
potential of ours geared up to where we can get into production in a 
short time. That would keep you from having to store a lot of end 
items which may become obsolete. 

If we have to fight a long-drawn-out cold war we can do it on a 
more even basis without as large an expenditure as if we had to stock 
a lot of end items. In the long run it would probably save a lot of 
money. 

Mr. Miter. Mr. Chairman, could I ask if there is anything added 
to that fund in this present budget ? 

Mr. Tuomas. No, there is not. The only thing in this budget is to 
have the fund continue. 

Mr. Mixer. To have it remain alive? 

Mr. Tuomas. Yes. 

I would like to say that in our opinion we think that is a very 
important fund and it might be a very key fund in this mobilization 
program. 

1 will add to Mr. Wilson’s assurance that that money will not be 
spent without most careful examination. The first screening has to 
come through the service. Then it has to be approved by the Secre- 
tary of that service. Then it will have to come to my office. It will 
have a very close screening there. It will have to be ap roved by my 
office and then it will have to go to Mr. Wilson. i it is finally 
approved it will be for a very vital defense purpose. 

Mr. Wiceieswortn. How long will it take you to complete this 
study you are making? 

Mr. Tuomas. We should have those papers all in within the next 
day or so. I would think it would be a matter of a month. Is that 
about right? 

Mr. Unxricn. I think that is too close. Some of this is going to 
take legwork, to go back and examine the requirements. I think it 
would be sounder to take the time, if it is 2 or 3 months or whatever 
it is. 

Mr. Tuomas. Mr. Unkrich just said coming over in the car, “If 
7 want it bad you get it bad.” I think that expresses it pretty well. 

think we will do a better job if we take a reasonable time and go 
back and analyze it carefully. What would you say would be a reason- 
able time? 

Mr. Unxricn. Sixty to ninety days. 

Mr. Wicoteswortu. You say the third request has not come in? 

Mr. Tuomas. No. 

Mr. Unxricu. That is the Air Force. We understand it is ready, 
but the Secretary of the Air Force has not signed it. 
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Mr. Tuomas. We think that has gone back and probably had a 
rescreening, which is good. 


STATUS OF MOBILIZATION BASE 


Mr. Wiccteswortu. Generally speaking, either on or off the record, 
what is the status of our mobilization base (a) in terms of vera 
(ie terms of equipment, and (c) in terms of weapons and materiel 

r. aman Wes ons and materiel? I am not sure I am quali- 


fied to answer that. I will say for myself, though—and this is purely 
a personal opinion—I think our status is good. 
r. WiccLeswortH. Have we 100 percent of the facilities we want? 
Mr. Tuomas. No. 
Mr. Wiccteswortu. What percentage? 
id be qualified to answer that, 


Mr. Tuomas. I do not think I wou 
Mr. Chairman. 

Mr. WiccteswortH. Well, can you give any picture of the situa- 
tion as a whole, either on or off the record ? 

Mr. Tuomas. I do not think I can. 

Mr. Unxricn. Mr. Secretary, I do not know whether you want 
to refer to this or not, but this is the $614 billion or more that has been 
appropriated since June 30, 1950, for similar poe with respect 
to the current production program. This is not the $250 million. 

Mr. Tuomas. That is right. But whether that is the total require- 
ment or what part of the total requirement it is I do not know. Of 
course that is tied in closely with Mr. Flemming’s office, the Office of 
Defense Mobilization, because a lot of that comes in that office, par- 
ticularly your reserve and standby mobilization. 

Mr. Wiccteswortn. Off the record. 

(Discussion off the record.) 

Mr. Wiceteswortu. When you revise your remarks if you think 
you can elaborate your remarks in any way that would be helpful to 
ry committee either for the record or off the record I wish you would 

so. 
(The information follows :) 


STATEMENT OF HONORABLE CHARLES S. THOMAS, ASSISTANT SECRETARY OF DEFENSE 
(SUPPLY AND LOGISTICS) ON THE MAINTENANCE OF THE MOBILIZATION BASE 


A report to the President by the Director of Defense Mobilization, on October 
1, 1953, well states the policy and objectives of the defense program for preserva- 
tion of the base of productive facilities, and it is quoted in large part below, 
annotated where appropriate : 

“It is our policy to maintain a mobilization base adequate to meet wartime 
requirements. But maintenance of the base must be carefully defined if we are 
to avoid costly and ill-advised sustaining and storage programs. 

“It does not mean—and has never meant—keeping in full operation all produc- 
tion lines which were required to meet peak needs of partial mobilization during 
the Korean conflict. 

“It also does not mean maintaining facilities to produce weapons which would 
be obsolete in event of a new war. Nor does it necessarily mean keeping less 
efficient producers operating at a sustaining rate. ; 

“Maintenance of the mobilization base does mean having in readiness that 
combination of facilities, production equipment, and skilled workers whose pro- 
duction, together with withdrawals from military reserves of weapons, can meet 
rapidly accelerating wartime requirements. * * * For any individual item the 
relative weight of the elements required for an adequate base may change from 
time to time. As reserves go up, it may be possible to reduce the number of 
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operating production lines.” (This is being done in the case of ammunition, 
for instance.) “As techniques and arrangements are developed for getting 
plants back into production quickly, the period over which a sustaining rate 
of production is continued may be shortened. Conversely, when reserves are low, 
facilities may have to be maintained in a higher state of readiness.” (This is 
true for aircraft, for example.) 

“The program for maintenance of the mobilization base is as follows: 

“A. Current production—Emphasis on current production will diminish as 
those facilities remaining in production, plus capacity of standby facilities and 
reserves of end items, approach the point at which full mobilization require- 
ments can be met. 

“B. Government-owned plants—When no longer needed for current produc- 
tion, these plants will be placed in standby status. The Department of Defense 
has submitted to ODM a list of such plants which, when no longer needed, will 
compose the reserve of the military departments and the national industrial 
reserve. Contractual arrangements are already in existence to insure their 
maintenance. 

“C, Selected privately owned plants utilizing Department of Defense, Govern- 
ment-owned production equipment.—The Department of Defense has prepared 
a tentative list of key plants for which it wishes to assume responsibility for 
developing plans to insure continued availability. * * *” (The Department has 
been consulting with the owners of these plants, some 800 or 900 in number, 
regarding plans for maintenance, and this undertaking is well along.) 

“D. Government-owned equipment.—In the past, central storage has been used 
to house Government-owned equipment not required by defense contractors. 
The experience since 1945 has shown that this does not provide a fully satisfac- 
tory solution, although it may continue to be necessary to resort to that method 
in the case of private plants where the number of Government-owned tools 
involved is small. Central storage can prevent deterioration of tools but, once 
tools from a number of plants have been placed in a common warehouse, their 
plant identity may be lost. Delay is likely to occur in distributing them for 
effective use in a new emergency. There is also the added cost of transportation 
and handling, and the possibility of shipping bottlenecks when they are needed 
again. 

“For these reasons, whenever possible, arrangements will be made to keep 
Government-owned equipment in or near the plant in which it may again be 
required. Where there is room on the owner’s premises for the storage of the 
tools, negotiations will be initiated to work out satisfactory arrangements for 
maintenance. Where the owner has no space in or near the plant, the use of 
adjacent sheds or warehouses may be necessary. 

“E. Private defense plants not containing Government equipment.—For many 
private plants, peacetime use is sufficient to insure adequate maintenance. In 
some instances peacetime demand, after the completion of current defense produc- 
tion programs, will be insufficient to supply the incentive for continued main- 
tenance. In this event a positive determination must be made of the essentiality 
of such plants for meeting national-defense needs in the future. Then the types 
of arrangements and incentives that the Government should offer to insure neces- 
sary maintenance must be developed by the executive branch and presented 
to Congress.” 

We are working with the Office of Defense Mobilization and within the Depart- 
ment of Defense on the further development of policy guidelines to implement 
the types of arrangements that seem wise in maintaining the mobilization base. 
No overall quantitative measures of its status seem feasible. 


(The above statement referred to on p. 112.) 


SINGLE CATALOG 


Mr. Forp. Mr. Secretary, a few weeks ago in reading some of the 
material that comes across each Member’s se, I picked up this article 


which I think is from the Reserve Officers 
Perhaps you are familiar with it. 
Mr. Tuomas. I am very familiar with it. 
Mr. Forp. Would you care to comment on the accuracy or inaccuracy 
of this article? 


iation publication. 
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Mr. Tuomas. I would like to, as a matter of fact. 

Mr. Forp. I would be glad to have you do so for the record, please. 

Mr. Hruska. Will you identify the article for the record? 

Mr. Tuomas. The article is entitled “$84 per Taxpayer Wasted An- 
nually for Lack of a Single Catalog. $414 Billion Go Down the Drain 
Each Year.” 

The first paragraph says: 

A deliberate fraud is being perpetrated on the American people, the costliest 
and most dangerous swindle in American history. 

Mr. Mitier. Who is the author? 

Mr. Tuomas. Brig. Gen. Wendell Westover. 

When you say “fraud” and “swindle” in my opinion those are fight- 
ing words. Anybody that tells you a catalog will save any amount of 
money, $4 billion or anything, first of all is totally incompetent, be- 
cause they just do not know. <A catalog does not save you, as I say, any 
specific amount of money. It runs all through your integrated supply 
management program. It only identifies the items. 

If the items are improperly bought, improperly inventoried, or have 
improper inventory controls, your catalog has not accomplished its 
purpose. It is a means to an end in a supply system. 

I think anybody that says that and says that the Defense Department 
is perpetrating a swindle and a fraud on the American people—in my 
opinion that is a very serious statement. 


IDENTIFICATION PROGRAM 


Mr. Forp. As I read your statement, the progress on the identifica- 
tion portion as of December 31 has reached 26 percent? 

Mr. Tuomas. That is right. 

Mr. Forp. Within the next 6 months it will go from 26 percent to 
41 percent ? 

Mr. Tuomas. That is right. 

Mr. Forp. I think you stated this previously, but it would be well 
to have it here: What is the anticipated rate of progress for the re- 
mainder of the job? 

Mr. Tuomas. I think it says in the statement there that we are going 
to come up in March with a program which will give a schedule for the 
balance of the identification. 

Now, it has been stated heretofore that it would be done by the end 
of this year and all of that. Those are just not realistic figures. We 
are going to give a schedule next month, in March, of what we think is 
a realistic completion of the identification process, and the one that 
we can report to you on from time to time and not say, “ Well, we are 
6 months behind,” but one on which we can meet those schedules. 

That should be done about the end of fiscal year 1956; is that right, 
Colonel? 

Colonel DeLuca. That is correct, Mr. Thomas. 

Mr. Forp. If you wish to amplify your remarks in reply to that 
article, I think it would be beneficial for the record. It is a very 
strong article. If it is misleading, as you have indicated, I think a 
full reply would be warranted. : 

Mr. Tuomas. I think it is not only misleading; I think it is inac- 
curate and I think it is malicious. I think when you say, “The most 
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costly and dangerous swindle on the American people in history,” 
it is something that has not the basis of fact ; and I think that is some- 
thing on which action should be taken. 


INSPECTIONS 


Mr. Forp. One of the problems I have run into on several occasions 
is quite similar to this: We have a plant in my district which manu- 
factures parts for one of the branches of the Armed Services. The 
Army has a group of inspectors in the plant. I repeatedly get com- 
ments from the men who work in the production line—not from man- 
agement—that the inspectors are by and large not qualified to do the 
job and that there are inevitably too many to do the job. 

This past fall I was informed by some of the men who work on the 
line that not only did those conditions prevail but that they were 
cree Aad the inspection force would be doubled in the next several 
months. 

The man on the production line is a competent man to do the job 
that he is doing, and when he has these inspectors from the Govern- 
ment, who are not alleged to be competent, come around and try to 
tell him what to do it is discouraging. I think that kind of a situation 
destroys considerable faith that the working man has in the efficiency 
of our national defense 

I hope I have been able to impress upon the Army that they had 


te do considerable more justifying than they had done so far in this 
one instance to which I refer. 
What is being done along those lines? How can ag make certain 


in your job that this overstaffing does not escape you 

r. Tuomas. Mr. Ford, I would like to answer that one. When 
you read my charter here, and all the thi that come under it, as 
you see, no one man can do all of that. The only chance I have to 
do this job is to get competent specialists in the various fields. 

We have siebed oul our directors to head our five different direc- 
torates. We have gone and picked out men that we thought were 
the most competent men in the country to do it. They are not men 
who are wished off on us or looking for a job. We have pape the 
men out and we have gone to those companies and said, “We cannot 
possibly do this job unless you are going to loan us your top men.” 

We did that with American Can Co., and we have Mr. Hepenstal 
here, who, as I say, has been in charge of their production all over 
the world. He is a mechanical engineer. That is his special field— 
production, inspection, and that area. 

That is a job I will turn over to Mr. Hepenstal. He has the back- 
ground and experience, and I am going to look to him to solve just 
exactly what you are talking about, because there is no question but 
what it has happened. 

Mr. Forp. It creates a tremendous amount of ill will. 

Mr. Tomas. That is right. Mr. Hepenstal is right here, if you 
would like to talk to him about it. I would be glad to have you do so. 

Mr. Forp. I would not expect him to look into this particular prob- 
lem, but I think it may be a prevalent condition throughout the 
country. 

Mr. ‘Tuomas. That is right. 
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Mr. Forp. The men on the production line are supposed to be com- 
petent to do the job. It is not economical or efficient to have too many 
inspectors checking when it is alleged these inspectors are not qualified. 

Mr. Tuomas. That is right. 

Mr. Forp. It is a serious problem. 

Mr. Tuomas. I think we can tell you that there will be, if not a 
reorganization, certainly an improvement in the inspections. Here- 
tofore in many areas it was impossible. 

I was a director of Lockheed Aircraft before I came over here, and 
they were complaining all the time about the duplication of inspec- 
tions and the teams that came in constantly which were just an inter- 
ference and an interruption of their work and completely impractical. 

Mr. Miuuer. Mr. Secretary, I would like to state this in the pres- 
ence of Mr. Hepenstal, because that is going to be his field. I would 
like to amplify a little bit what Mr. Ford has been speaking about 
on inspections. I echo everything that he said. 

It seems to me, since you are on the policy level, that one of the 

at needs in this inspection business is to have a change of attitude 
filter through the whole service. I can illustrate the point I am try- 
ing to bring out, maybe, by just citing you one example that occurred 
down in my territory not so ove ago. 

This happened to be an Army inspection. After inspecting a plant 
that had provided great quantities of food to the armed services, the 
inspector decided the plant was not properly set up and unsanitary 
conditions might develop. Asa result, the Army rejected a shipment 
of food, which cost not only the manufacturer but everybody con- 
cerned a lot of money. Admittedly, there was nothing wrong with 
the food. It had passed all inspections, but it had come out of a plant 
that might not have been properly organized. It had already been 
processed and had already gone through. If there were anything 
wrong with it, it would have been different, but it seems to me just 
the quintessence of silliness to reject something because it might have 
been contaminated because of the way the machinery was arranged. 

I would have no criticism if the inspectors should have said, “We 
want you to change this and do not want you to produce any more.” 
Why should the products that came through be condemned because 
it ight have been done wrong? It seems too silly. 

Likewise, it seems to me that if it is to be done efficiently, the inspec- 


tions should be coordinated with the In other words, 


if the general public is properly protected by the Department of Agri- 
culture or whatever other inspectors there may be, I can see no 
reason why, just because those men are not in uniform they may not 
act for the Army and Navy and Air Force, and require additional 
inspections for each Department. I believe there is a great deal of 
duplication. 

am afraid the general public shares the idea of Mr. Ford that a 
lot of people are put there just to give them jobs. Instead of protect- 
ing anybody they are apt to muddle the works. If we could get our 
inspection services on an economical basis to do what we want them 
to do I think it would be a great step forward. 

Mr. Tuomas. I am very glad that Mr. Hepenstal is here to hear 
that, because I think that is one of our problems. Frankly, I am 
going to look to him to solve it. I think he has the background and 
capability to do it, too. 
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Mr. Mier. I have one other thought I would like to inject, also. 
This applies to the civilians as well as the services. So many of 
these Government inspectors seem to have an idea that their main 
purpose is to detect a violation. By and large, while we always have 
a fringe of undesirables, the great majority of our manufacturers are 
conscientious people who want to put out a good product. 

Mr. Tuomas. That is right. 

Mr. Miter. If an inspector finds something that is Fy instead 
of carrying it home and condemning something after it has been 

roduced, it would seem to me that not only efficiency but common 
Aeneney would say that the inspectors should try to help the manu- 
facturer rather than to bring technicalities in to make his job more 
difficult. If they could be educated to act in that spirit I think it 
would benefit everybody all down the line. 

Mr. Tuomas. We would be in agreement with that, certainly. 


WORK WITH RIEHLMAN SUBCOMMITTEE 


Mr. Osrertac, Mr. Secretary, your organization under the new 
setup which came into being this last year as the result of the reorgani- 
zation, as I understand it, has been continuously working with another 
committee of the Congress, namely the RiehIman subcommittee of the 
Government Operations Committee of the House. 

Mr. Tuomas. That is correct. 

Mr. Osterraa. I take it that this committee in its investigation of 
Government operations, spending, procedures, and practices has run 
onto a number of conditions whereby waste and extravagance and 
duplication and overlapping of functions might be eliminated. Now, 
in your work with that subcommittee do you correct these conditions 
as they are unfolded or do you find it necessary to await further 
authority on programing, before anything can be done? 

Mr. Tuomas. No. Well, the first thing that we have had before 
them was this cataloging. As I say, that has been badly abused. 
There has been a lot of misinformation on it. 

We gave them a presentation which took all day one day, and then 
a half day the next day. We had Mr. Cunningham appear; we had 
Mr. Skeleton, and we had Mr. Hepenstal. Then we had the Army, 
Navy, and Air Force appear. We have given them the whole pro- 

am. I think they have completely approved the program as we 

ave set it up. 

Now they are going into the surplus-disposal area next. I think 
we know all the problems in surplus disposal. There is a tremendous 
amount of surplus and obsolete equipment throughout the services. 
But the matter of disposing of that is a very complicated problem, 
because it is scattered in thousands of warehouses all over the country. 
A lot of it is material that has no utility, as such, no real sales value, 
such as obsolete spare parts and obsolete guns and obsolete ships’ parts 
and things like that. ‘ 

There is no use to move it, because your transportation would cost 
you more than you would ever get out of it. 

We are orking very closely with that committee. As a matter of 
fact, I went out in the field with Mr. Riehlman and Mr. Holifield. 

We are setting up now a very small disposal committee of top busi- 
ness people in the merchandising field, who will advise us on disposal 
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policies. We are seeking people who would have no interest them- 
selves in the material, so that there would be no conflict of interest. 


DISPOSAL PROGRAM 


We are also developing a training program for disposal people. 
Then there is a very aggressive DOD program, that we call Opera- 
tion Cleansweep, which is to get rid of the unserviceable, excess, and 
obsolete materials and equipment. 

But disposal is only one part of a larger problem. Unless we im- 
prove our overall supply management system, all we would be doing 
is getting rid of it today and accumulating the same materials 
tomorrow. 

Our disposal program, in my opinion, is broken down into two 
parts. First you get rid now of what is obsolete and excess material ; 
next, you modernize the military supply systems, so as not to create 
all this excess and surplus property again. 

Mr. Ostertac. Do you have jurisdiction over the disposal of the 
surplus property ? 

Mr. Tuomas. Yes; that comes in my office. 

Mr. Osrertaa. Is that handled through you to the individual serv- 
ices, or is that coordinated at the top? 

Mr. Tuomas. Well, actually the disposal policy is under GSA. 
They have the ultimate authority to dispose of all equipment. 

Last year there was approximately $1.3 billion worth of supplies 
and equipment disposed of. That was the total of the original cost 
value of the property. 

Mr. Forp. From the Army, Navy, and Air Force? 

Mr. Tuomas. All the Defense Department. Of that $1.3 billion 
only $220 million was material of any utility value or any current 
market value. The rest of it was military items that had very little 
market value or utility value. 

Of the $220 million we first screened it within the military to see 
whether they needed it and to avoid their buying similar items. 

Secondly, it goes to the GSA for screening against requirements of 
Federal civilian agencies. Later, they screen it against health and 
education requirements of public schools and other organizations under 
the donable program. 

After that, anything left is sold. 

Of the $220 million in DOD excess property last year, only $49 
million was transferred to Federal use through the services and GSA. 


STANDARDIZATION 


Mr. Osrertac. As I understand it, a part of your task is that of 
standardization and getting uniformity among the services. For ex- 
ample, it came to my attention that a single clothing bag of one type 
had been adopted by the services; is that correct ? 

Mr. Tuomas. That is right; yes. 

Mr. Osrertac. Does that mean that the clothing bags that are pres- 
ently in the stocks of various and sundry sizes and types will be 
obsolete ? 

Mr. Tuomas. No, not necessarily; not if they are usable. 

Mr. Osterrac. Why would they not be usable? 
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- Mr. Tuomas. I would think they would, unless they were worn out 
or were damaged or something like that. That would not mean that 
you would junk those. 

When you get into that area, talking about surplus disposal and not 
creating all of this obsolete, excess material, Mr. Ford saw the 
Army’s new program the other day. That, to me, is the most forwar: 
step in the whole military supply system in its history. 

Mr. Forp. We had that presentation here this morning. 

Mr. Tuomas. That is the most encouraging thing that has happened. 
On one item there with a 90-day stock level they come up and give you 
the posts, camps, and stations worldwide, and it will be 5 years, almost. 
If we can improve that now and encourage it and perfect it that will be 
the greatest step made in the supply area in all the services; and I give 
Bob Stevens a very high mark for putting that in. 

Mr. Miter. That is on the basis of not getting more in as fast as 
you clean out the other? You will cut it off at its source? 

Mr. Tuomas. It is on the basis that if you need a 90-day stock level 
you do not have a 2- or 3-year stock level. That is where you have 
accumulated all these excesses. That is the most encouraging thing. 


ESTIMATED SAVINGS 


Mr. Osrertrac. Have you any estimate as to annual savings dollar- 
wise that will result as you proceed and complete your task 

Mr. Tuomas. No. That would be such a wild guess. It will de- 

nd on how well we do these jobs. It will depend on how well Mr. 

epenstal does his standardization job, and some of these others. 
That would be a guess. 

If I ever quote you figures I hope they will be figures I can sub- 
stantiate. 

Mr. ee Have you any estimate of what you have saved up 
to now 

Mr. Tuomas. No, not in specific dollars, no. 


AFFECT ON INVENTORY PROGRAM 


Mr. Hroska. Mr. Secretary, this morning we had Mr. Pearson here 
and he told us about the inventory program. I am wondering what 
impact your identification program for these many items has on the 
inventory program, inasmuch as I understand the many millions of 
items which he will eventualy inventory will bear numbers? Then 
your identification presumably will bear different numbers. How is 
that taken care of? 

Mr. Tuomas. That is your standard Federal stock number. They 
will all have the same number. 

ma Hruska. Is that different from the identification which you 
make 

Mr. Tuomas. No. On the identification, as I say, you may have a 
light, and one service will call it a light, another a tai and another 
a bulb. They would have three different stock numbers. 

We are getting now a system of common identification in the serv- 
ices. The services are doing it together. They will come up and they 
will have to identify the item. It may be a chair, a type of chair, 
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a type of knife, or whatever it is. They describe it. They get the 
identification so that it is identified under common standards. 

As I say, you may find that that same item is covered through the 
services in two, three, or four hundred different stock numbers, and 
you may come out with only one stock number. 

Then when you do that you find through your system that you 
have a great surplus of those items. You have many more of them 
than you need. What will happen after these items are identified 
is that we expect to find instead of 4 million to 414 million items in 
the services, once you identify them and give them a single stock 
number for each, that they will come down to probably, I think, 21%4 
million items instead of 4 million to 414 million. 

Mr. Hruska. So the fact that your process of identification is not 
completed will not impair Mr. Pearson’s efforts to complete his inven- 
tory and maintain it? 

Mr. Tuomas. Oh,no. Take the Navy. The Navy has a very good 
catalog system. They do use what they call a significant stock num- 
ber. It works into a whole su »ply-management system. It has the 
supply-demand control point, the classification of the stocks, the type 
of item and the identification and number, and it is a regular supply- 
management program. Fora while, while you are making this transi- 
tion, they will carry their own stock number and the new Federal 
stock number, and they will cross reference, which is very easy to do, 
and it will phase out. So it does not slow up your inventory-control 
system the least bit. 

POULTRY INSPECTIONS 


Mr. Hruska. Referring to the line of suggestions made by Mr. Ford 
and Mr. Miller—and I do not do this with a desire to pile up salt in 
wounds, or rub further salt into wounds—— 

Mr. Tomas. These are not my wounds. 

Mr. Hruska. It will probably be helpful to Mr. Hepenstal here, 
because my area of interest lies a little closer to my district than that 
of even Mr. Miller or Mr. Ford, and that is the packinghouse industry 
at Omaha. I noticed in the hearings of last year at page 184 that 
Admiral Fowler in his testimony referred to a poultry inspection 
agreement made by the Army with the United States Department of 
Agriculture, beginning October 15, 1952, which assigned 25 percent 
of the Army’s origin poultry inspection work load to the Department 
of Agriculture, and so on. That agreement has 6 months in which 
to run, and was supposed to have been completed by April of 1953. 
Would you, or someone in your Department at this point in the record 
review the success or lack of success which that agreement had and 
relate it in the record, please? 

Mr. Bropsxy. Mr. Thomas’s office about 6 weeks ago recommended 
to the Department of Agriculture that they take over 100 percent 
inspection in poultry wherever there is a permanent resident in- 
spector, or continuous inspection by Government employees, and in 
addition, in other areas of meats and dairy products, agreements be 
arrived at between the Army and the Department of Agriculture for 
the pregerunent of Agriculture to perform the inspection services for 
the military. That proposal went from the Defense Department to 
Agriculture and Mr. Thomas’s office is awaiting the reply from Agri- 
culture on that. That is in line with the suggestions that Mr. Ford 
and you and other gentlemen have made. 
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Mr. Hruska. If that is pursued, when can it be implemented? 
When can we expect implementation? I say that for this reason: 
A year ago I was approached by men who would be the counterpart 
of those who approached Mr. Ford, who said, “There is duplication 
of inspection in the packinghouses.” In substance, the same pork 
chops which are examined and inspected by the Department of Agri- 
culture’s men are examined by the Department of Army men right 
next to them. 

This summer when I made the rounds and visited around, the 
question was again asked me—when will this either be stopped, or 
be modified ? 

Now, in order to be in a position to answer that type of inquiry, 
which has larger implications than just that one pinpoint, as Mr. 
Ford has indicated, when do you think this suggestion of yours, if 
it is acted upon, or this plan of yours, will be implemented ¢ 

Mr. Tomas. I am going to give that to Mr. Hepenstal, and I will 
follow his views on it, whatever he says. 

Mr. Hruska. It calls for no answer at this particular time if you 
would rather take it under advisement, but at this point in the record 
— you like to amplify that, or are you in a position to answer that 
now 

Mr. Bropsxy. Mr. Wilson’s office and Mr. Thomas’s office have ar- 
rived at an agreement in the Defense Department to perform this. 
As soon as the Department of Agriculture signifies it is agreeable to 
take over and it is willing to go along with the arrangement, we can 
begin to implement it immediately, and it is a matter of taking the 
appropriate steps in the field. I do not think it is a long-range 
problem provided we get acceptance by Agriculture. 

Mr. Tuomas. When might we get that from Agriculture? 

Mr. Bropsxy. It is my informal understanding the reply to us is 
on the Secretary of Agriculture’s desk. 

Mr. Mitter. May I barge in again and say, could this committee be 
advised if Agriculture throws any obstacles in the way? I gather 
that the Defense Department is in favor of this. I am sure that all 
of usare. If any obstacles appear, I think the committee would like to 
know about them. 

Mr. Tuomas. We will be glad to do that. 


STANDARDIZATION 


Mr. Hruska. In another field now, and having to do with stand- 
ardization, in our report of last year there was reference made to 
clothing bag contents and the various fashinons of estimating and de- 
termining the costs of the items therein. 

Has anyone been working in that field since a year ago? 

Mr. Bropsxy. I cannot identify that as such. I think that it might 
have something to do with the individual allowances of the soldier, 
which would be out of our sphere. : 

Mr. Tuomas. That would be personnel. Ask Dr. Hannah about 
that. 

Mr. Hruska. I do not think it is personnel. 

Mr. Mituer. It is the individual clothing equipment that is supplied 
to each individual sailor, marine, soldier, or airman, in which the com- 
mittee has been interested. It is more a clothing problem in some 
ways than a supply problem. 
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Mr. Tuomas. If it has to do with the clothing of the men, that would 
be a personnel problem. We would only pick it up from the procure- 
ment end and the storage and distribution of it. 

Mr. Hruska. It would be standardization of the issuance, the ac- 
tual clothing issuance. Is that what it would be? 

Mr. Tuomas. If the personnel decided that that was it, we would 
have no control over that. 

Mr. Ostertaa. If the Army man is issued 2 suits of underwear and 
a Navy man 3, you would have no control over that ? 

Mr. Tuomas, We would have no control over that. 

Mr. Hruska. What about the variances between services in the 
handling costs and the allowances for losses due to damage and pil- 
ferage and storage, and that sort of thing? Would that be in your 
domain ¢ 

Mr. Tuomas. In barracks and the like? 

Mr. Hruska. Clothing and any property which is assigned to the 
members of the forces. 

Mr. Tuc Mas. We would not have anything to do with it unless it 
were warehoused. If it were individual property items that would 
come under us. 

Mr. Hruska. What about handling costs and that sort of thing? 

Mr. Tuomas. I think you will find that is in personnel. 

Mr. Manon. Mr. Thomas, I am pleased to know you are exerting 
your energies and capacities, which I think are considerable, to this 

roblem of cataloging and stabilization. We have had it with us a 
en time. There is every indication we are going to have it for a 
much longer time. Different ones address this task, some with enthu- 
siasm. 

Mr. Tuomas. I think we are going to do a lot more than that. You 
see, in these 414 million items which we say we will now purify down 
to 214 million, it will be a small percent of those that are real common 
use items that all three of the services use. We will have those all 
with a common catalog number here very shortly, so you will have 
interchange of those. 

Then you have the next group that only two services use. Well, 
there is no use to get a catalog for those and send it to the third serv- 
ice, which would never use it, so we will set catalogs up in those divi- 
sions of common use between two services. That will not be too far off. 

You have the third area which is the big area of items that are 
particular to one service, one service only uses them, so there is no 
point in the world in cataloging those in printed form and send them 
to the other services that have no use for them and who will throw them 
into the wastebasket. Your common-use items that will be common 
use to either of the services will be cataloged very shortly. Your items 
between two services will be in before too long. But the others you 
will not catalog, but you still have to identify them because if you do 
not identify them you will not know what they are. It has made a lot 
more progress than I think a lot of people realize. We are going to 
very diligently pursue the program. It will always be with us because 
you will have items going out of your system, many of them every 
year, and other items coming in. You will have them coming in and 
going out. It is a continuous affair. 

Mr. Srxzs. I have no questions. 

Mr. Wiceteswortu. Thank you, Mr. Secretary. 

43960—54—17 
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Monpay, Fesruary 15, 1954, 
MANPOWER AND PERSONNEL 


JOHN A. HANNAH, ASSISTANT SECRETARY OF DEFENSE (MAN- 
POWER AND PERSONNEL) 

BRIG. GEN. C. H. ANDERSON, USAF, DIRECTOR, OFFICE OF MAN- 
POWER REQUIREMENTS, OASD (MANPOWER AND PERSONNEL) 

COL. B. D. GODBOLD, USMC, EXECUTIVE, OFFICE OF MANPOWER 
REQUIREMENTS, OASD (MANPOWER AND PERSONNEL) 


Mr. Wice._eswortnH. Gentlemen, the committee will come to order. 
We have with us this morning Assistant Secretary Hannah, who is 
ing to discuss some of the manpower and personnel aspects of the 
udget and problems in this general field. 
r. Secretary, I understand you have a statement for the com- 
mittee in this connection. We will be very glad to hear from you. 
Mr. Hannan. Mr. Chairman, if it is agreeable I would like to read 
this statement. It is a little longer than I would like to give, but it 
makes reference to a number of matters I would like to call to your 
attention. Probably in the end it will take less time than if we were 
to handle them on an ad lib basis. 
Mr. Wica.eswortu. I think that is true. 
Mr. Hannan. If it is agreeable I will proceed to read it. 
Mr. Wiaciesworrtu. Will you please proceed. 


GENERAL STATEMENT OF SECRETARY HANNAH 


Mr. Hannan. When the Secretary of Defense appeared before this 
committee, he told you the planned size of the military services to be 
maintained in fiscal year 1955, in numbers and types of major units, 
as well as in numbers of military personnel. He and Admiral Radford 
discussed with you some of the principles followed by the military and 
civilian planners in the Department of Defense in developing the 
national-security programs and policies for the coming fiscal year. 
For my part, I plan to discuss with you some of the manpower and 
personnel aspects of the budget for fiscal year 1955, and to tell you 
about a few of the problems which are causing us a great deal of con- 
cern in that area. 

Mr. Wilson told you that on June 30, 1954, we would have about 
3,327,000 men and women in uniform—1,407,000 in the Army, 
740,000 in the Navy, 225,000 in the Marine Corps, and 955,000 in the 
Air Force. The Secretary said that by the end of fiscal year 1955, the 
total number will have been reduced to about 3,038,000—to 1,164,000 
in the Army, 689,000 in the Navy, 215,000 in the Marines, and 970,000 
in the Air Foree. There will be an increase of some 15,000 in Air 
Force strength, but the combined net reduction for all of the services 
is scheduled to be 289,000. 


REDUCTION IN CIVILIAN PERSONNEL 


Before going into more details on military force strengths, let me 
point out that we have already effected a substantial reduction in the 
numbers of civilians employed in the Defense Establishment. On 
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January 31, 1953, shortly after this administration took office, the 
Department of Defense employed 1,329,795 civilians. On December 
31, 1953, just 11 months later, civilian employment had been reduced 
by 150,357 persons, principally by not filling vacancies as they oc- 
curred and reassigning the work to those remaining on the job. 

That the three military departments have done a highly commend- 
able job of effecting economics in the use of civilians is demonstrated 
by the fact that within the same 11-month period, the reduction in 
the number of civilians employed in all Federal departments and agen- 
cies amounted to 199,690. Thus the Department of Defense reduc- 
tion of 150,357 represented about 75 percent of the total reduction 
throughout the Government. 

I have an idea that we are approaching the point at which it will be 
difficult to make additional sizable reductions, but I can assure you 
that the military departments and the Office of the Secretary of 
Defense are going to continue their efforts to cut out nonessential 
civilian jobs. If the average salary of those already dropped from 
the payrolls was $3,400 a year, which is probably a modest estimate, 
then we have contributed a saving of more than half a billion dollars 
at an annual rate to the fulfillment of this administration’s pledge to 
reduce the cost of government. 


REDUCTION IN MILITARY PERSONNEL 


The services will continue to maintain a high state of combat 
effectiveness despite the planned reduction of about 289,000 military 
personnel in the course of fiscal year 1955. This will be accomplished 
principally by reducing the numbers of those in noncombat assign- 


ments—in training, in transit, and in supporting units. This will have 
the effect of increasing the proportion of those within the total strength 
who are in the operating forces—the divisions, the combat ships, 
the air wings. Let us look at the situation, service by service: 

The Army will have an especially difficult job of accomplishing 
this objective. You will recall that fiscal year 1951 was the year 
of the big buildup, the year when great numbers of men were inducted 
as a consequence of the outbreak of hostilities in Korea. The men 
inducted had to be replaced by another large number inducted in 
fiscal year 1953; those inducted in fiscal year 1953 will be completing 
their periods of active service in fiscal year 1955, just when we are 
accomplishing the planned reduction in strength. 

The difficulty of the Army’s task is illustrated by the fact that this 
normal turnover will mean the loss to the Army of about 620,000 
trained men, or almost 50 percent of its enlisted strength. Despite 
this fact, the Army expects to have a slightly higher percentage of its 
total strength in its operating forces at the end of the fiscal year than 
at the beginning. This will be a major accomplishment, considering 
that there will a a concurrent reduction of force of approximately 
243,000 men, and that every effort must be made to retain the essen- 
tial specialists, most of whom are in the higher enlisted grades. 

The Navy situation is similar in that fiscal year 1955 would be a year 
of heavy turnover in the normal course of events. Nevertheless, the 
Navy plans to keep approximately the same percentage of its officers 
and men in the fleet while reducing its total strength by 51,000 persons. 
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The Marine Corps will have 126,000 marines, or 56 percent of its 
total strength, in the operating forces as fiscal year 1955 begins. This 
number will increase to 133,000, or 62 percent, by the end of the 
fiscal year, even though overall strength is eut by 10,000. 

The Air Force will enter fiscal year 1955 with 532,000, or 56 percent, 
of its strength in the operating forces; by the end of the year, this 
number will have increased to 553,000, with a corresponding increase 
in percentage. 


UTILIZATION OF AVAILABLE MANPOWER 


Increases in the proportion of uniformed personnel assigned to 
combat units will be brought about through diligent efforts to achieve 
better utilization of available manpower. Practices and procedures 
have been revised and improved to an extent that gratifying results 
are in prospect, and the military departments are to be commended 
for the willingness with which they have undertaken this difficult task. 

As a matter of fact, had not these improvements been effected, it 
could have been anticipated that the percentage of men in noncombat 
work would increase in all services because of the high personnel 
turnover due in fiscal year 1955, when there will be an abnormall 
high percentage of men in training and in transit. The services will 
be able to offset these potential losses in effectiveness and to make 
slight gains only because they have subjected their manpower policies 
and procedures to searching examination, and revised them to effect 
economies in both time and effort. 

Some of these revisions represent sharp breaks with tradition; they 
illustrate the unquestioned fact that the Department of Defense is 
trying to adjust its thinking and its doing to the realities of the 
international situation. We have accepted as a basic premise that the 
United States faces a prolonged period of world tension throughout 
which we will have to be fully prepared for any eventuality. We 
intend to build and maintain an adequate armed force for the long 
pull which appears to be ahead of us, and at the same time to be 
prepared to cope with any unexpected immediate emergency, all within 
the economic resources of our country. 

With your permission, I shall give you some examples of what the 
services are doing, or planning to do, to place more of their manpower 
resources in the fighting units. 

The Army has streamlined and improved its processing and train- 
ing procedures for new men with the expectation of reducing the aver- 
age time consumed in getting an inductee from the induction station 
to the basic training center, reducing the time used in examining, in 

rocessing, and in shipment to a unit overseas, and back home again, 
rom a total of 39 weeks to a total of 32 weeks. This will have the 
effect of lengthening the period of effective service performed by a 
2-year inductee from 15 months to almost 17 months. 

Another example: In the past, all new men received 16 weeks of 
training in the basic training centers regardless of whether they were 
going overseas or remaining in this country. Under the revised Army 
system all men will continue to receive their first 8 weeks of training 
in the basic training centers. But hereafter, some will then be sent 
directly to active units in this country to complete their training; 
others will complete their training at the centers as in the past. This 
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new system will make increasing use of active units for training pur- 
poses, and enable the Army to maintain the training organization at 
a lower level of activity with a corresponding reduction in training 
personnel overhead. 

The Marine Corps reports that it will be able to maintain its 3 
divisions and 3 air wings at a level of battle efficiency in fiseal year 
1955 comparable to that which would have been considered 18 months 
earlier as attainable only with 30,000 more marines. This is being 
achieved as a result of several actions—a review of tables of organiza- 
tion which drastically reduced noncombat jobs, a reduction in sup- 
porting forces, and a leveling out of the input of new men. 

As you gentlemen know, it is highly desirable to have a com- 
paratively steady input of men into all of the services. It results 
in a saving of training overhead, because when the input fluctuates 
widely, it is necessary to have a training establishment to take care 
of peak loads, even though part of it may stand idle in periods of 
low input. 

As for the Air Force, its Project Native Son has already replaced 
31,000 military personnel with foreign nationals at bases overseas, 
and it estimates that by the end of fiscal year 1955, a total of 43,000 
military personnel will have been replaced, with a substantial saving 
both in money and in American military manpower. 

It is possible to hire a foreign national for a fraction of the cost of 
maintaining one of our airmen overseas. In addition, it relieves us 
of the housing and recreational problem and means that one less 
American is required to serve in uniform. 


TURNOVER OF PERSONNEL 


One of the most perplexing problems to confront the Department 
of Defense is that of the turnover of personnel. We are devoting a 
great deal of time and attention to it, not alone because the solution 
is hard to find, but also because an equitable solution would appear 
to offer such fine prospects of providing more defense with less man- 
power and at a lower cost. Secretary Wilson, the Joint Chiefs of 
Staff and the top men in all four services, both military and civilian, 
consider retaining more men after they have completed their first 
enlistments or their 2-year periods of induction as one of the crucial 
necessities of the day. 

One of the major objectives of our current planning is to increase 
the number and percentage of trained professionals within all of the 
services. They are, as you know, the hard core of our Armed Forces, 
the men who know their jobs thoroughly, who can teach others, and 
who would form the solid base for any expansion of our Armed Forces 
demanded by a sudden military emergency. That their number and 
percentage be increased is considered essential to our national security. 
Of secondary, but still major, importance is the fact that by increasing 
their number, it would be possible to reduce substantially the number 
of dollars and the amount of effort now devoted to training replace- 
ments. 

At the present time, a man leaving the service becomes eligible for 
certain material benefits which are not available to him if he remains 
in uniform. In effect, we offer a bonus to leave the service to the very 
officers and men we are most anxious to retain. The value of these 
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benefits to an individual can be as much as $5,000. It is easy to see 
that the $40 to $360 reenlistment bonus does not look very large in 
comparison. Then we must spend money to train and equip his 
replacement, $3,200 in the case of a basically trained soldier. Thus 
it may cost at least $8,000 to replace a rifleman leaving the service, 
much more to replace a highly trained specialist, infinitely more to 
replace a jet pilot. 

Of even greater consequence is the adverse effect on operational 
proficiency caused by a continuously heavy personnel turnover. 
For example, it takes more than two and one-third 2-year inductees 
to equal one 4-year enlistee, because of the training overlap. To 
maintain a trained Army of 1 million men would require 55,000 new 
inductees per month assuming that only 2-year men are used by the 
Army; however, only 24,000 new 4-year enlistees per month would be 
needed. It is plain to be seen that there is a great loss of manpower 
here, as well as a loss of time and effectiveness within the units in 
which the turnover is going on throughout the 4-year period, and a 
great additional money cost. 

We have concluded a thorough study of the problem of making 
military careers more attractive and so reducing this turnover, and 
on the basis of the findings—the so-called Womble report—we have 
embarked on an extensive program to improve the attractiveness of 
military service as a life career. at 

Let me give you some examples of the things which operate to dis- 
courage men from remaining in the military service. 


HOUSING 


One of the most important is the housing situation, both at military 
installations and in surrounding communities. One principal reason 
why men do not stay in the service is the unhappiness of their wives 
at being unable to find decent housing for the family and adequate 
schooling for the children. Self-respecting men want their families 
with them, and they hesitate to remain in the service when they see 
that it may be impossible to find acceptable housing or provide ade- 
quate educations for their children. We make it possible for the 
ex-service man to borrow money to buy a home if he leaves the service, 
but do not extend the same help if he stays in the service. The country 
can well be ashamed of some of the housing occupied by married men 
and some of the barracks in which single men are quartered. 

There will be submitted to Congress specific proposals for improving 
the housing and educational facilities for military personnel and their 
families, and it is my sincere hope that action will be initiated to 
remove this great liability to military service. 

So long as such a large percentage of our men must be deployed 
overseas we cannot avoid family separations, but we can do much to 
improve the housing when the families are together and to assist the 
dependents when they are separated. ! 


MEDICAL CARE OF DEPENDENTS 


A second area in which the services find themselves severely handi- 
capped in their efforts to build up their core of experienced enlisted 
men and officers too is that of medical care for dependents. It has 
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been established plainly that worry about the health of dependents and 
the availability of adequate care for them in times of sickness or 
accident has an adverse effect upon morale, particularly that of men 
separated from their families while on duty overseas. Again, the 
services want the kind of men who have a sense of responsibility for 
their dependents, and are finding it hard to keep them under current 
conditions. At present, medical care is provided for dependents only 
if health facilities-not required for men in uniform are available. It is 
the hope of the Department of Defense that in this area, too, the 
Congress will approve an equitable program of relief. The need for 
this help cannot be overemphasized. 


COMMISSARY STORES 


As you ag aay know, the operation of commissaries and post 
exchanges has been the subject of considerable discussion and contro- 
versy. People in the military services feel that these operations should 
be considered as partial compensation for some of the benefits they 
forego by remaining in uniform rather than returning to civilian life. 
I suppose the question will always be debated, and commissaries and 
post exchanges will continue to be the targets of criticism. 

Mr. Scrivner. How many commissaries have been closed in the 
last year? 

Mr. Hannan. Six. 

Mr. Scrivner. Where? 

Mr. Hannau. I have a list of them here. Do you have them, 
Colonel? 

(The information is as follows:) 

The six commissary stores which have been closed are those at the United States 
Disciplinary Barracks, Camp Cook, Lompoc, Calif.; Erie Ordnance Depot, 
Lacarne, Ohio; Camp Roberts, Calif.; Camp San Luis Obispo, Calif.; Camp 
Breckenridge, Ky.; aval Receiving Station, Brooklyn, N. Y. 

Mr. Scrivner. The services themselves can avoid a lot of this if 
they will stop the abuses that have existed. 

Mr. Hannan. That is true. We are working on that. 

We have closed 6 and we have 38 under continuing study. The rest 
of them have been given certificates to permit them to continue to 
operate as required by the last appropriations act. 

But as long as the military services cannot pay competitive salaries 
and wages, and the commissaries can sell groceries to military people 
at a substantial saving, the Department of Defense must continue 
in favor of operating them. 


RETIREMENT 


May I call roe attention to still another matter in which military 


ersonnel feel that they are entitled to more protection. They 
elieve that the conditions of retirement under which they enter the 
service should not be changed to their disadvantage while they are 
on active duty. Without such assurance they have no real security 
for the future and find little incentive to make military service their 
life careers. 
Mr. Manon. Would find less incentive. 
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Mr. Hannan. It would improve the morale of military personnel 
if they were assured that no change in retirement provisions detri- 
mental to their interests would be made either while they are in 
service or after retirement. 

Mr. Scrivner. The only thing I can think of is that we did not 
permit voluntary retirement so long as there was a shooting war 
going on in Korea. That was perfectly all right. 

Mr. Hannan. Primarily it is a matter of having been told that the 
Congress changes the rules in the middle of the game. 

Mr. Scrivner. Who told them that? 

Mr. Hannan. It is a feeling which exists in the minds of our 
military personnel. 

Mr. Scrivner. What is the proof of it? 

Mr. Hannan. I have no specific examples to give you this morning, 
but I do know there is a general feeling of insecurity and uncertainty 
omens service people regarding compensation and the so-called fringe 

enefits. 

Mr. Scrivner. What has the Defense Department done to combat 
such reports and rumors? That should not be hard to answer. 

Mr. Hannan. I cannot give you specific instances relating to 
individuals. 

Mr. Manon. Off the record. 

(Discussion off the record.) 

Mr. Hannan. Our current legislative program includes these and 
several other items designed specifically to correct certain existing 
inequities, modify certain restrictions, and establish certain emolu- 
ments, all to the end that we may build up larger numbers and 
ena of professional career people within all of the services. 

e earnestly hope that this portion of our program will be favorably 
received by the Congress. 

Many remedial steps can be taken within the existing authority of 
the military departments; this portion of our program also is well 
under way, and I[ can assure you that what can be done will be done. 
I believe that everyone concerned recognizes the vital importance of 
reducing our personnel turnover rate, and proposes to bring to bear 
upon the situation all of the intelligent thinking and action of which 
he is capable. 

Answering the question raised by Congressman Scrivner, I agree 
with you that a better job can be done to convince people that the 
military services are not quite as unattractive as they have been 
painted. We propose to do that. 

Mr. Scrivner. I have read some of their prospectuses. If I were 
a young man I would grab it right now. They could have convinced 
me that the pay, allowances, and all those things are better than 
$9,000 to $11,000 a year in civilian pursuits. That the military career 
is better than a man can do starting out in business or on the farm or 
in some of the many professions. 

Mr. Hannan. You are talking about officer candidates? 

Mr. Scrivner. That is what you are talking about here in the 
main; is it not? 

Mr. Hannan. We are talking about both officers and enlisted men 
and particularly the latter. 

Mr. Manon. If I may interrupt, I want to commend Dr. Hannah 
and the Defense Department for aggressively presenting this problem 
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of the importance of continuity on the part of our personnel, both 
enlisted and officer, because it is tremendously important. 

I have been on this committee for years, but I have grasped the 
significance of the reenlistinent problem to a greater extent this year 
than in previous years. These fringe benefits, for example, do not 
amount to much so far as the taxpayer and the general public is con- 
cerned, but they do mean a lot to the defense people. I want them 
to have everything within reason along that line. 

Mr. Hannan. In working toward the end strength of 3,038,000 
for June 30, 1955, certain problems have been created, particularly in 
the personnel field. This is unavoidable, as can be appreciated when 
it is considered that the total strength of our Armed Forces is bein 
reduced within a period of 2 years by more than 500,000 officers ee 
men, or about 14 percent. 


REDUCTION IN OFFICER STRENGTH 


The first, and possibly the most serious problem created by the 
reduction in overall strength relates to the required reduction in officer 
strength. Between June 30, 1953, and June 30, 1955, officer strengths 
in the Army are being reduced by 16,300, and in the Navy by 8,000. 
These are sizable decreases and cannot be effected easily, or without 
causing some criticism and misunderstanding of which you should be 
forewarned. 

In the Army, officer candidate schools are being curtailed, voluntary 
separations of officers are being encouraged, and involuntary separa- 
tions from the service of some Reserve officers may be necessary, 
The Navy, like the Army, is reducing its officer-candidate training. 
In this service, too, the involuntary release of some Reserve officers 
will be required. 


PROBLEM OF ROTC GRADUATES UNDER REDUCED STRENGTH PROGRAM 


A problem related to the release of officers under the reduced 
strength program is that of officer procurement, particularly through 
the Reserve Officers Training Corps program. ‘The prewar practice 
was to commission ROTC graduates in Reserve components for call 
if and when needed in an emergency. With the advent of universal 
military service, however, ROTC students were deferred, not ex- 
empted, to complete their college and ROTC training, and they 
agreed, and are expected, to serve like other youths, the minimum 
2-year period after graduation. 

As you know, there is a lead time of several years for ROTC officers; 
the college seniors who will graduate in June of 1954 and who ordi- 
narily would be commissioned then, entered college in the fall of 
1950, just after the start of the Korean hostilities and when it appeared 
that many officers might be needed in the future. 

Now the Air Force finds that it will not need nearly as many 
nonflying officers as was estimated several years ago, and that the 
output of ROTC officers this year and next year exceeds requirements, 
In the case of the Army, reductions in planned strength will leave 
that service with more ROTC officers than it needs on active duty. 

This situation has all of the elements of a dilemma for the services 
involved, and for the Department of Defense. I want to give you 
some of the details with the idea that you will find them both inform- 
ative and interesting. 
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The Air Force was able to accept the 1953 class of ROTC second 
lieutenants only by encouraging the voluntary separation of some 
officers from active duty, and by requiring the involuntary separation 
of still others and by spreading the date for beginning service over 
an entire year. It was evident last spring that all of the 1954 class 
of some 13,000 could not be absorbed. , members of that class, 
who now are college seniors, were offered some alternative choices. 
They could apply for flight training after graduation and agree to 
serve 3 years if accepted; they could accept certificates of completion 
of ROTC training upon graduation, serve 2 years as enlisted men, 
and then be commissioned in the Air Force Reserve; or, finally, they 
could be released to their selective service boards to take their chances 
on being inducted, probably into the Army. 

The result was that about 7,000 of the 13,000 signed up for flight 
training, and now constitute the major reservoir of men to be trained 
to be flight officers. An additional 1,000 will be commissioned in 
certain specialized categories where their services can be utilized. 
They are principally engineers. 

In fiscal year 1955, the Air Force expects to have some 1,000 more 
ROTC graduates who cannot be utilized as active-duty officers, and 
will offer the same choices to them with the hope that many will accept 
the opportunity to take flight training. 

The Army situation is somewhat different. That service was able 
to take all of the 1953 ROTC graduates, and the members of the 1954 
class were assured that they, too, would be commissioned in the Army 
and called to duty some time after graduation. 

I would like to emphasize that point. We assured those people 
several times that they were all going to be commissioned. 

Now, with a reduction in military strength in prospect, the Army 
finds that it will not be able to accept all of the second lieutenants who 
will be eligible for commissions in June within the number of active 
duty officers planned for fiscal year 1955. 

A possible solution for the Army ROTC problem was to make open- 
ings for all of the ROTC graduates by forced separations of the re- 
quired numbers of active-duty officers. However, there is a point 
beyond which it would not be wise to go on forcing the separations of 
experienced Reserve officers who are serving willingly and well. There 
is the distinct possibility that we would have to go beyond that limit 
were we to make room for all of the ROTC officers within the planned 
strength. 


EXEMPTION OF ROTC GRADUATES FROM ACTIVE-DUTY OBLIGATIONS 


Another possibility, which was not even considered seriously, was 
to excuse these ROTC graduates from active-duty obligations. 

Mr. Miuuer. Might I interject there? Why? 

Mr. Hannan. For the reason that these men are deferred to go to 
cones. The boy across the street may have been drafted and sent 
to Korea. 

Mr. Miter. But that does not have anything to do with it. 
You send two boys to Korea, and one of them loses aleg. You do not 
bring the other fellow home and chop off a leg. It seems to me 
that is silly to get a lot of people you do not need at this time and 
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necessitate getting rid of other people that are already trained and 
you do need. 

I just can’t understand that thinking to save my soul. I have 
been in the Reserves for 37 vears, and it seems to me you are knocking 
the spots out of the whole idea. 

You have those men. You will need them for an all-out mobiliza- 
tion. If you do not need them now why do you have to take them 
until you do. 

Mr. Hannan. The solution we have decided on for this year, is 
to take on active duty all the ROTC graduates. We are going to 
take them by increasing the manpower strength for the end of fiscal 
year 1955. The increase could be as high as 8,700. It will be 
somewhere between 2,000 and 8,700 people. 

Mr. MiuLer. Suppose you did not take them. We are trying des- 
perately to build up our reserve units. That is one way. You have 
your finger on them and could really put them to work. 


AIR FORCE ROTC PROBLEM 


Mr. Hannan. Part of this question is explained here later in the 
text. 

Let me put the whole problem on the table. A year ago we saw 
this Air Force problem coming. We worked it out so that the Air 
Force called to active duty all of the ROTC men who graduated last 
spring in increments throughout the year. That solved the Air Force 
ROTC problem for that year. 

Now, if we take the Army ROTC graduate and commission him and 
do not call him to active duty, or call him for a very brief period and 
then release him, we create problems in the Air Force ROTC program. 
In the Air Force there are ROTC men who have not signed up for 
flight training and are not engineers. We have said to them, “We will 
take you for 2 years as an enlisted man and give you a certificate of 
completion and give you a commission when you finish your 2 years. 
Otherwise you will be subject to induction by selective service.” 

If we commission the Army ROTC boy and do not commission his 
roommate or his fraternity brother who is in the Air Foree ROTC and 
did not sign up for flight training, there is no question that equity will 
require us to do the same thing for the Air ROTC graduate as we do 
for the Army ROTC graduate. We cannot ask the Air Foree ROTC 
graduate who is not commissioned to serve for 2 years as an enlisted 
man and permit the Army ROTC graduate to give little or no service. 

Now we come to the real dilemma. We have 2 Air ROTC boys 
that are roommates; 1 of them signs up for flight training. He comes 
in for 3 years as a jet pilot. The roommate either did not sign up or 
could not pass the physical. Now can we in fairness commission him 
aa him for only a few weeks or maybe not call him to active duty 
at all? 

To commission Army ROTC graduates and call them to active duty 
for a short time or not at all will jeopardize our entire pilot training 
program. We cannot require one ROTC graduate to serve 3 years 
and then permit another to escape service on active duty. 

The biggest problem we have is getting enough of the right kind 
of young men to sign up for flight training. The very best available 
source of flight officers, that we can see, is the Air Force ROTC. 
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I return to your specific question: Why not release the Army 
ROTC boy? Give him a commission and release him. If you release 
him we are going to have to commission the Air Force boy who did 
not take flight training and release him. If we do that we are going 
to lose most of our flight candidates. 

Mr. Minter. I see your point, but I do not quite follow your 
reasoning. I am fully aware of the importance of your flight training. 

In the first place, many people who signed up are not eligible for 
flight training. In other words, the Air Force will not take them. 
They do not have the right reflexes or something like that. 

For the most part that roommate business does not happen, because 
there are a lot of these schools where a man who might like to be an 
Infantry officer, but if he wants to do ROTC and he goes to college 
he must take the course that is available. 

Why could you not put the flight training requirement on all of 
these ROTC graduates? I do not care whether they went to an 
Air Force ROTC or an Army ROTC, because we have more of these 
people in one pocket than we need and not enough in the other. 

Then you could say, ‘‘We will not commission anybody who does not 
volunteer for flight training. If you cannot make the flight training, 
if it 2 physically impossible, we will transfer you to a line of duty you 
can do.” 

It seems to me that you are working at cross purposes, if you want 
to keep trained men in and at the same time are putting them out 
to make a place for some of these boys who do not want to go in. 
It looks to me like you are doing one thing with one hand and coun- 
teracting it with the other. It does not make sense. 

Mr. Hannan. Congressman Miller, the problem concerns these 
seniors who are now in the university. They started this program 
a year ago last fall, when they were given the assurance that they 
were all going to be commissioned. There was no flight trainin 
requirement a year ago. The Air Force has reworked its ROT 
program to make it the principal source of flight training candidates. 

e took many of the air ROTC seniors into flight training. Then 
we had those in the junior class, who had already signed up for ROTC. 
The boys in the junior class were notified that if they did not sign up 
for flight training or were not engineers, that they would not be com- 
missioned upon graduation. e were criticized in the newspapers 
and by the parents for breaking faith. 

Mr. Miuuer. And in a way you did. 

Mr. Hannan. We did because it was the only solution for a situa- 
tion that was caused by the fault of no individual. These men entered 
ROTC in the early part of the Korean war when it looked like we 
were on the way to full mobilization. 

Mr. Srxes. Has it not been your experience through the years that 
if a man wants to get in the services the military wants no part of him, 
but if he does not want to get in he is the man they must have? 


INVOLUNTARY RELEASE OF RESERVE ‘OFFICERS 


Mr. Mituer. Those feelings have gotten around in the civilian 
components, and it seems to me it is hurting our whole program. 
As I say, I have been in the Army Reserve for 37 years, and I know 
that the hardest thing in the world is to build up a reserve, a backlog 
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of trained junior officers and enlisted men. You should not want to 
turn them loose. It would seem to me that if you carried out the 
contract and commissioned these people and then put them to work 
in the Reserve you would cover it. 

There is no shooting going on in Korea right now. I do not follow 
the view that because some man’s son went to battle another man’s 
son has to be brought into the service and you have to kick a good 
man out just because it might be a discrimination. 

There is nothing about the military service that is not discrimina- 
tion. One boy gets killed and another does not. Many people have 
served in war after war and never have gotten near the firing line. 

Mr. Sixes. Mr. Secretary, my first remark, of course, was facetious, 
but it is a very good point: that Mr. Miller is making. I think he is 
exactly right. 

You have trained officers in the service who are doing a good job. 
I think it would be a serious mistake to eliminate men of that type 
simply to make room for college graduates in the service when they 
have no desire to go in and no intention to make it a career, 

Mr. Hannan. We are not going to force out any competent 
Reserve officers or Regular officers who want to stay in. 

Mr. Scrivner. You have been doing it right along. 

Mr. Hannan. Possibly, we did in the Air Force last year. 

Mr. Miter. You are doing it right now. At this minute I have 
two cases on my desk. 

Mr. Hannan. Men who are being separated? 

Mr. Mituer. Men who are being separated involuntarily. One of 
them has had 19 years of active duty, with 15 years of it in field grade. 
You tell him that if he wants to preserve his rights he has to enlist in 
the Air Force as an airman second class. 

I have a distinguished colonel of the infantry who served for 15 years 
straight, and he was a veteran of World War I, World War II, and 
Korea, and you tell him that if he wants to stay on the payroll he will 
have to enlist as a master sergeant. 

I have looked over the records of these people. I know that you 
release a lot of unsatisfactory people. I have seen the 201 file of one 
of these men. The other man has just been recommended for a decora- 
tion for the work he did in Korea. It just does not make sense. 

Mr. Hannaw. My understanding is that the services would not 
push out promising officers—either Regular or Reserve officers. 

Mr. Miuier. That is very easily said, sir. If you went in and 
looked at the cases and saw some of the individuals who came to our 
attention you would find that was not altogether correct. 

In addition to that, recently Mr. Scrivner and I were looking over 
some of the Air Force installations. Am I not correct, Mr. Scrivner, 
that some of the commanding officers told us that one of their great 
problems was that promising young officers were being sent home, 
who wanted to stay? That thousands of dollars had been spent for 
their training but they were being sent home to make room for these 
ROTC people, because they had to be used. 

I cannot imagine any way of cutting down on the efficiency of your 
career personnel more than sending home good people who want to 
stay in just to make room for college graduates who may or may not 
want to make it a career. 
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Mr. Hannan. I would not defend involuntarily separating good 
officers who want to stay to make room for ROTC officers. 

Mr. Minter. That, sir, is the challenge I would like to present right 
here. I am confident that in instances I know of you are doing just 
exactly that. 

Mr. Hannan. What I would like to ask you to do is this: If any 
members of this committee or anyone else know of specific cases where 
you believe that competent people who want to stay in are being 
separated we would like to go into them with the service involved. 

Mr. Sixes. Mr. Secretary, this is a policy that needs correcting. 
We can call to your attention a few cases, but it is the policy that 
requires attention. This committee cannot possibly call to your 
attention all of the good men who ought to have a chance to stay in 
the service who are being dropped, and indeed it is not within our 
province to do so. 

Mr. Hannan. I would like to restate the policy used last spring 
when we were in the Air officer separation program. That was, first 
of all, that all the officers who wanted to be released would be separated. 
A considerable number requested release. Then the Air Force set up 
a board which examined the files of some thousands of officers whose 
records indicated that there might be a question as to whether they 
should be kept on active duty. Most of them were retained but some 
of them were marked for separation. 

Mr. Mituer. Might I interrupt you there, sir? Was the thing 
not done on this basis: So many had to go. Then review their records 
and let the devil take the hindmost. That is the thing that jars my 
sense of fair play. 

A man who cos served, as in one case I know of, over 19 years on 
active duty, is then kicked out without any opening or contact in civil 
life to enable him to support his family. 

It may well be true that some commanding officer at one time said 
he was not very cooperative. Why, there is none of us who has been 
in the service any length of time that has not gotten in wrong with one 
CO somewhere. If you want to go all down the line with them, I 
would be suspicious of anybody who had a record where everybody 
said he was superior from the time he got in the service, particularly 
if he has had 19 years of active duty. 

Then, how can you build up enthusiasm for your Reserve com- 
ponents when a man can give the best years of his life and through 
no fault of his own be thrown out, into a new world, because after 
serving 19 years it is not easy to go back and find a job in civil life? 


POLICY ON RELEASE OF OFFICERS WITH 18 YEARS’ SERVICE 


Mr. Hannan. The understanding we have had all along was that 
no man who had served 18 years or longer would be separated from 
the service. We Sa Mm Bi: that they would all be retained until 
they met the 20 years’ minimum for retirement. 

Mr. Miter. Yes, sir. How is your service poing to get along on 
that when you take a man who has been a field officer for 15 years 
and say, ‘‘We will retain you but you can come in as a buck private.”’ 

Mr. Hannan. Of course, that was not our understanding. M 
understanding was that the services would keep them on duty in ra 
until they complete the 20 years’ service. 
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Mr. Miter. That is certainly not being done in any of the services. 
It certainly is not being done in the Air Force, because I took it to 
the cae mouth and was told, “We are sorry, but that is what we 
are doing.’ 

Mr. Hannan. All of these 18-year men were in the officer category 
or were they enlisted men for part of the period? 

Mr. Mixurr. Well, I cannot answer that question. As a matter 
of fact for their retirement rights it does not make any difference. 
I think the man I am thinking of, who had over 19 years, started in 
as a private and worked up and became a lieutenant colonel. I 
think he probably had 4 of his 19 years in an enlisted category. 

I do not see that that makes too much difference, if they have had 
long experience. Some of the best men we have in the service have 
come up through the ranks, as you know. 

Mr. Hannan. At the last meeting of the Personnel Council we 
discussed the matter of these officers who have served 18 years or 
more. Incidentally, this Council consists of the Assistant Secretary 
of each of the services in charge of personnel, and the G—1’s of the 
four services. We meet every 2 weeks to discuss problems of common 
interest. We thought it was clear to all services as to the procedure 
we were going to follow. It developed that one of the services was 
not sure that steps had been taken to insure that there were not some 
violations of the understanding, But they went back with the inten- 
tion of checking on the procedure again. 

Mr. Miuuer. Mr. Secretary, you can see our problem. We hear 
from the highest level people here before this committee. You gentle- 
men from Secretary Wilson on down, who tell us what the policies are, 
and then we get something very different at the other end. It comes 
in from our constituents or from our former comrades in the service. 
When the two do not jibe I do not know how to talk to them. 

Mr. Hannan. In cases of this kind, which certainly seem to be a 
clear violation of the understanding we have, we can settle them 
very promptly. If you call them to my attention we will take care 
of them. 

Mr. Scrivner. That should not be necessary. 

Mr. Hannan. I agree with that. 

Mr. Mitter. I have spent 4 months trying to get something done 
for this Air Force colonel. It took me 3 months to get to see his 201 
file. Then when it was all too late they said, “Absolutely, that is 
that. It is settled.” 

The report I got back was that there was nothing that could be 
done about it; it was the policy. 

Now, then, sir, you from the top echelon come in and say it is not 
the policy. We do not have time in our individual offices here to 
verify what we get from the people we are told are the ones who can 
tell us. 

I think something very definitely is out of line somewhere. [| 
have great regard for the Armed services, but there is something 
wrong when it comes to the contradictions that we get. 

Mr. Ostertaa. Mr. Secretary, before we go on, may I make an 
inquiry for the purpose of clarification? 

>. connection with your prepared text, you point out that your 


program and your policy points toward encouragement, or benefits to 
encourage people to stay in the service. Now you are making the 
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point that you have too many coming along and, therefore, you must 
move others out of service to make room for them. That appears to 
be a rather inconsistent policy and practice. I wonder how you 
resolve that. 

Mr. Hannan. I wonder if you would let me finish reading this 
ROTC section and wind it up? 

Mr. Wiaaieswortn. I think, gentlemen, we would do well to let 
the Secretary complete his statement. 

Mr. Scrivner. Except that once in awhile he has some statements 
which, if they are not questioned right now, are such that the questions 
raised about them will never be read. 

Mr. Manon. Off the record. 

(Discussion off the record.) 

Mr. Hannan. I might say, gentlemen, when this was under discus- 
sion last spring we got the services together, and General Hershey’s 
people and everyone else we thought had a stake init. At that time 
the Army and the Air Force would have liked the solution that Con- 

essman Miller proposed, to go ahead and commission that year’s 

OTC graduates and release them to the Reserves. 

General Hershey and his people could not agree with that at all. 
They said they could not live with the local draft boards; that there 
was Aso rman, Bs unhappiness anyway with the whole ROTC defer- 
ment program. In the opinion of the local boards, this was another 
differentiation between the son of the well-to-do and the son of parents 
from the wrong side of the tracks. 

Mr. Scrivner. ‘The wrong side of the tracks” is a poor phrase. 

Mr. Miter. I cannot even follow that, because heaven knows that 
the ROTC ranks are not made up of the wealthy by a whole lot. 
Neither are the college classes today. To bring it in as a class issue, 
it seems to me, is a poor excuse for an unsound policy. 

Mr. Hannan. Shall I go back to the bottom of page 13 of my state- 
ment? 

Another possibility, which was not even considered seriously, was 
to excuse these ROTC graduates from active-duty obligations. 

I feel that this had to be rejected outright becaus2 such a solution 
would work an outrageous injustice upon other young men who were 
not deferred in order to complete their college training, but were 
drafted or enlisted for Korea war service. 


DEPARTMENT'S SOLUTION TO ROTC GRADUATE’S PROBLEM 


It was decided several days ago, after exploring all possible solutions, 
none of which was entirely acceptable to everyone, to make room on 
active duty in fiscal year 1955 for all the Army ROTC graduates by 
the following means: 

First: To separate from active duty as many Reserve officers as 
was considered reasonable by the Army, keeping in mind the combat 
effectiveness of the Army and fairness to individual officers. Only 
the least effective officers, and those overage in grade, or in excess of 
need by specialty, would be separated involuntarily. 

Second: To transfer to the Air Force for pilot training those Army 
ROTC graduates who are qualified and who volunteer. 

Third: To increase the authorization for active duty officers in the 
Army for end fiscal year 1955 by not to exceed 8,700. 
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The decision in this dilemma was a Hobson’s choice at best; there 
are bound to be inequities, misunderstandings, and worse; but we 
believe it was the best possible solution. No one is to blame for the 
situation; the services estimated their needs for officers in good faith 
years ago on the basis of what appeared to be the probable situation. 
At that time it looked as if we were headed for full mobilization. The 
services and the students entered into agreements in good faith on 
both sides. It is one of those unhappy situations in which some one 
is sure to get hurt through the fault of no one. 

I thought that this committee would be interested in knowing the 
facts of the situation. We hope for your sympathetic understanding 
when the inevitable criticism develops. 


PROMOTION PROBLEMS 


Another personnel problem arising from the reduction in strengths 
is the inevitable slowing down of promotions for both officers and 
enlisted men, with a resulting adverse effect upon morale and esprit. 

Requirements for officers and enlisted men have been established 
as the result of almost continuous study over many years. As our 
equipment has increased in complexity, we have had an ever-increas- 
ing requirement for enlisted men in the higher grades. 

Now in periods in which our forces were expanded rapidly, the per- 
centage of men in the top grades was reduced—men were added in 
large numbers at the bottom of the promotion list. But conversely, 
when strengths are being reduced, the percentage of men in the top 
grades tends to rise. They are drawing higher pay, they carry more 
responsibility and have more prestige, and are more inclined to stay 
in the service than are men in the lower grades. 

Mr. Scrivner. How can you get that with the statement you just 
made awhile ago that the opportunity for promotion is less? You 
say in one breath it is less and then you say it is more. 

Mr. Hannan. This is a statement of fact of what has happened in 
the past. I did not say there was now more opportunity for promo- 
tion. Although in the future we will have a higher percentage of 
people in the top grades, the number of promotions will decrease as 
the strengths of the Services decrease. Officers and men will stay in 
grade for longer periods of time. 

Mr. Scrivner. What was the other; just an assumption, or what? 

Mr. Hannan. In 1950, for example, 27.8 percent of the enlisted 
men in all of the services were in the top 3 grades; as our forces were 
expanded subsequently, that percentage dropped to 22.7 in 1952, 
and to 21.7 in October of 1953. The percentage of men in the top 
three grades is rising again as strength is reduced. By June of this 
year 25.3 percent will be in the upper grades and by June of next year 
will increase to 28.2 percent. 

Mr. Wicaieswortn. Isn’t that 28.2 percent a very high percentage? 

Mr. Hannan. It is higher than before the Korean war. In 1950 
it was 27.8 percent. Then it went down to 21.7 percent. 

Another factor operating to increase the percentages in the higher 
grades is the replacement of military personnel by native civilians 
overseas. Quite naturally, the foreign national can be fitted into 
the organization most easily in positions in which comparatively little 
technical skill is required. 
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A — akin to this exists in the officer corps, as might be 

ected. 

he point of all this is that if the higher grades are pretty well filled 
up, and there is only a token number of promotions to higher grades, 
then the career officers and enlisted men become discouraged. They 
see themselves stymied with little or no chance for further advance- 
ment in their professions in the foreseeable future. 

Mr. Scrivner. That is not anything unusual. Of course we cannot 
get Utopia, but I can look back at some of the men now wearing 1, 2, 
3, and 4 stars, who probably stayed lieutenants or captains any place 
from 10 to 16 years. 

Mr. Hannan. That is right and I recognize that. 

Mr. Scrivner. I never heard them complain unduly. It was just 
a part of the chance of service. They got their longevity and got an 
increase in pay every 3 years, did they not? If they get the increase 
in pay why all of this cry about not getting the higher rank? 

Mr. Hannan. We have been trying to do the most intelligent job 
possible of finding out what makes service careers unattractive. ‘The 
prospect of slower promotions for both officers and enlisted men is one 
of the factors pointed out to us as contributing to making the service 
unattractive. 

I agree, Congressman, that a great many men now in high ranks in 
the service were captains for long periods of time. 

Mr. Scrivner. They get increased pay; is that not true? 

Mr. Hannan. There are small increases in pay given every few 
years to officers and men even though they are not promoted 

Mr. Scrivner. Is it that they just want the rank or the privileges 
that go with higher rank, or what? 

Mr. Hannan. I think that rank, privileges, and prestige enter into 
the picture. 

Mr. Scrivner. Is there anything wrong with that? 

Mr. Hannan. No. I am not quarreling with it at all. I am stat- 
as a fact. 

r. Scrrvner. Just as one specific example, my recollection is that 
General Twining told us not too long ago that he was a captain for 
15 years. 

Mr. Hannan. I think I read that in Time last week. 

Mr. Scrivner. There was not any particular complaint that I ever 
heard. It was just one of the things that happens in the service. 
Sometimes they stay a long time. 

On the other hand, I can show you a lot of men with high rank 
who did not stay in any one low rank very long, as I look at the 
length of service. As a matter of fact, I thought their promotions 
were pretty fast. We saw a lot of very young generals. Did you 
not think so? 

Mr. Hannan. Promotions always are made faster in times when 
the Services are expanding, such as during World War II or during 
the Korean War. 

7 mr. Scrivner. Well, how does that gee with what you have said 
ere? 

Mr. Hannan. Here I am stating that it is one of the factors today 
that in the minds of service people tends to make a career unattractive. 
In a moment I mention that we recognize you cannot do too much 
about it except to make it easier for service people to voluntarily 
retire. 


273 


Mr. Scrivner. That is possible, now that the shooting war in 
Korea has stopped. 

Mr. Hannan. That is the main reason this point is in the statement. 

Mr. Scrivner. I do not think there is any doubt in your mind but 
what the bar which was properly put on voluntarily retiring was 
while the shooting war was on and that it would be lifted when the 
shooting war is over. That is a perfectly logical thing. I anticipate 
it will be done. 

Mr. Hannan. I do not pretend to have the answer to this vexing 
question, but I do know that we must find one reasonably soon, or 
we will compound our difficulties in making military careers more 
attractive. Some increases in the number holding higher grades may 
be justified, but there is a limit to the number of bosses one can have 
in proportion to the number of workers in any organization and 
still maintain an efficient and effective operation. 

Mr, Scrivner. Have you not answered right there the paragraph 
we just talked about? 

Mr. Hannan, That is what I indicated. 

Mr. Scrivner. It could be done. That is why J wondered why 
you put your preceding paragraph in there. 

Mr. Hannan. Because there is a point I wanted to make there. 

There is one way of increasing promotional opportunities, particu- 
larly for officers, within the province of the Congress. That is to 
pees a return to the system of voluntary retirements now pro- 

ibited by law. 

Mr. Scrivner. I think that will be done. As a matter of fact, I 
am quite sure, with the shooting stopped in Korea, the prohibition 
of voluntary retiring will be lifted. 


PERSONNEL CEILINGS AND TRANSFERABILITY OF FUNDS 


Mr. Hannau. I would like to mention briefly a management 
roblem which has both fiscal and manpower implications. The 
arriers imposed by personnel ceilings and by the lack of authority 

to transfer funds from one appropriation to another can be detrimental 
to effective management and very expensive to the Government. 

It would often be possible to get more for our money if the OSD 
and the military departments had a little flexibility in the transfer 
of funds from one appropriation to another. It would help if we were 
authorized to transfer up to say 5 percent of an appropriation upon 
the approval of the Secretary ob Defense. For example, if one of the 
services can buy a machine to do the work of 10 men at a fraction of 
the cost required tor the men, we should be able to use personnel 
funds for the purchase of that equipment. 

As you know, we are embarked upon a program to replace military 
personnel with civilians, both in this country and abroad. We 
cannot accurately forecast far in advance exactly how far we should 

in such a program. Without some leeway in the matter of trans- 
erability of funds, we may be prevented from accomplishing some 
sizable savings. We feel that authority to transfer funds appropriated 
for pay of military personnel to pay for civilians where these civilians 
replace military personnel would be helpful and desirable. 
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On the other hand there may be times or circumstances which 
would make it desirable to transfer funds appropriated for the pay 
of civilian personnel to pay for military personnel. 

An allied. problem is the matter of the 475,000 ceiling on graded 
employees. I believe that this restriction should be removed. If, 
for example, we find that we can replace 10,000 military men with 
a like number of graded civilian employees and save the Government 
millions of dollars because civilian employees are cheaper, it seems 
that we are shortsighted if we are unable to do this because of a ceiling 
on civilian employees. 

I believe we have demonstrated that we are making real progress 
in eliminating unnecessary employees. When I came into my pres- 
ent job, I found that each of the Departments had been given an 
overall civilian ceiling by OSD, as well as a pro rata share of the 
475,000 ceiling on graded employees. I was soon satisfied that arbi- 
trary ceilings had a negative, rather than positive, influence, and 
actually tended to become floors. Each service was inclined to keep 
filled every position authorized. Ceilings have the effect of stifling 
initiative to make economies, although I recognize the necessity some- 
times for imposing arbitrary upper limits to curb unwarranted 
expansion. 

Almost a year ago I discussed this matter of civilian ceilings with 
the Assistant Secretaries for Manpower in the Departments and with 
the military personnel chiefs of the services. We agreed to remove 
the overall ceiling on each Department for a trial period and to chal- 
lenge each Department to see what it could accomplish in reducing 
the number of employees without doing it by enforced ceilings. I 
have not only been gratified at the response of the services to the 
lifting of the arbitrary ceilings—frankly I have been surprised at the 
size of the reductions they have made on their own initiative. I am 
sure that we would not have cut employment by more than 150,000 
by the use of arbitrary ceiling edicts from my office each month. 

I hope you will give serious consideration to giving the Secretary 
of Defense increased flexibility in the selection of the type of per- 
sonnel—uniformed, American civilians, or foreign nationals—to get 
our total defense job done with the greatest efficiency and at the 
lowest practicable cost. 


INADEQUACY OF ORGANIZED AND TRAINED RESERVE FORCES 


Before I conclude, there is one more matter I must mention; that is 
the problem of our Reserve forces. As you may know, the President 
in a letter of August 1, 1953, to the Director of Defense Mobilization 
expressed his concern about meeting our military manpower needs 
properly with the least possible impact upon the lives of our young 
men and upon the national economy. He requested the ODM to 
review military manpower procurement policies, and to recommend 
any changes needed to insure maximum availability of manpower for 
all national security purposes. 

In his report to the President, dated January 6, 1954, the Director of 
Defense Mobilization, Dr. Flemming, stated flatly, and in my opinion 
accurately, that we do not have Reserve forces adequately organized 
and trained to meet the needs of a national emergency, and added that 
there is no clearly defined category of reservists in a suitable state of 
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readiness to meet the initial shock of a suddenly expanded need for 
military manpower. 

This report proposed that the Department of Defense recommend 
the proper size and composition of two Reserve categories, one to be 
callable immediately in an emergency, the other to i callable on a 
selective basis. In addition, it recommended that the Department 
of Defense prepare a program for the establishment of two such 
Reserve categories, develop a training program, and a plan for the 
callup of the “immediately callable Reserve.” 

On January 8, 1954, the President expressed his general agreement 
with Dr. Flemming’ s report on the pressing need to strengthen our 
Reserve forces, and with his recommendation as to the best way to 
approach a solution of the problem. He directed the preparation of a 
report dealing with those matters to the National Security Council not 
later than April 1, 1954. 

Quite properly it has fallen to the Department of Defense to prepare 
this report to be submitted to the National Security Council through 
the Office of Defense Mobilization, and we are hard at work at what is 
an assignment holding great interest for us. No agency is more aware 
of the shortcomings of the Reserve forces, or more aware of the vital 
necessity that it be brought up to the highest standards of efficiency 
and readiness. We simply cannot defend this country adequately 
without strong and effective Reserve forces that are immediately 
available. 

TASK FORCE TO STUDY RESERVE PROGRAM 


We have formed a task force made up of a general officer or a flag 
officer from each of the four military services. These officers have 
been relieved of ail other responsibilities in order that they may devote 
all of their time and attention to an analysis of the situation and the 
preparation of a eechoane plan. 

Mr. Mituirr. Might I ask if in that task force you have any civilian 
officers; in other words, Reserve or National Guard officers of long 
experience to sit with that task force? 

Mr. Hannan. We have liaison with the Reserve Forces Policy 
Board. Two of the officers on the task force are members of the 
Reserve Forces Policy Board, but there is not a civilian on the group 
from outside the military departments. 

Mr. Mituer. I think you would get a great deal of value if you 
ordered to active duty some veteran reservists with the proper back- 
ground, because those problems are not entirely clear unless the 
conditions on the homefront are taken into consideration. So often 
apparently fine Reserve and National Guard policies are adopted that 
have a weakness so far as their contact with the people from whom 
the forces have to be drawn is concerned. 

I think you would get a great deal of value if careful selections were 
made and some officers were drawn into that planning who have had 
the grass roots experience as well as the military experience, 

r. Hannan, I think it is a good suggestion, sir. 

Mr. Scrivver. Mr. Miller is right, because your regular officers, 
when they get up to the rank of general or flag in particular have not 
had very much intimate contact with problems that these civilian 
reservists have to meet. I think perhaps if they would talk to some 
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of these reservists who have felt the brunt of this thing in two wars 
they might get some very enlightened statements. 

Mr. Hannan. Of course, as | will explain in a minute, we have in 
each one of the military departments a similar task force to bring 
together the people who have to deal with Reserves and Reserves’ 
representatives, so when we come up with a program it will not be 
something developed in a vacuum. 

Mr. Scrivner. But there is no one on the panel to represent the 
Reserve side on a lot of these things. Quite often, as I have observed 
and seen, judging from the reaction I have heard from some of the 
statements made, there is a tendency to play down the statements 
and testimony the reservists give as being too highly critical of the 
regular services. 

do not think the regular services are without fault. As a matter 
of fact, I have seen sometimes in this Reserve program where I thought 
they were absolutely cruel and inhuman in the treatment accorded 
to the Reserves, on whom they must depend in every major conflict. 
If they do not have someone who is thoroughly cognizant with the 
problem of the Reserve elements, who has worked with the Reserves 
and National Guard right down on the level of the home ground and 
who knows what the impact is, they do not get the full picture. 

Mr. Hannan. It is a good point, sir. 

Mr. Mituer. There is another angle to it. I do not say this with 
any criticism of the military services, but when you are dealing with 
officers on duty there in the Pentagon Building, like every other loyal 
and proper type of officer the main function as they see it is to carry 
out the policies of higher command. I think if you want to get real 
value out of the Reserve program it would be well to bring some 


people in who did not care whether their views were in accord with 
the Chief of Staff or whoever it was, and who would not feel that they 
would be foiling their duty if they opposed some of the suggestions 


when it might be to the interest of the Reserves and the program if 
they were opposed. 

I would recommend your looking around and getting some of the 
experienced retired officers who have been in the Reserves all their 
lives, or in the National Guard, and giving them a voice in this 

lanning, because I think it will make for a more workable program. 
hey have had the experience. They know where the other plans 
have failed on the home level. 

To make the Reserves a success, or the National Guard, the pro- 
gram needs to be gotten off on a sound basis in its contact with the 
general civilian public. 

Mr. Hannan. That is a good point, sir. We will give it very 
careful consideration. 

Mr. Scrivner. That is what we have been told so many times, 
with no tangible results. 

Mr. Hruska. This task force is functioning now, is it? 

Mr. Hannan. That is right. 

Mr. Hruska. Would it be too late to add someone of Mr. Miller’s 
description now, so that he might participate on a parity with the rest 
of them? 

Mr. Hannan. No; it is not too late. 

Mr. Srxes. Will you let this committee know if such action is 
taken? 

Mr. Hannan. Yes. 
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Mr. Scrivner. And the results thereof. 
Mr. Hannan. Tomorrow. 
Mr. Hruska. Thank you. 


EXPERIENCE OF NATIONAL GUARD BUREAU PERSONNEL 


Mr. Scrivner. On that point, in past years we have had representa- 
tives come before the committee from the National Guard Bureau. 
One year when the entire group came up, some 14 or 15 in the group, 
it was amazing how few there were who had had active National 
Guard experience. I am informed that is being overcome now due 
to the insistence of some of the members of this committee. 

Unless a man has worked in a National Guard unit right down in 
his hometown and knows the problems of getting the men interested 
and what you have to do to build up the spirit not only of the unit 
but to get the acceptance of the community, plus the problems you 
have in working with them, and the many problems of a National 
Guard service interfering with civilian pursuits, it is very difficult 
to understand. If they have never had that experience they just do 
not know—they can’t know—what the problems are. Someone 
might tell them, but if they have not experienced them they just do 
not know. 

I have put in quite a few years in the National Guard. I know 
what some of the problems are that exist in various civilian com- 
munities. Part of that has been worked out, because they have 
called to duty with the National Guard Bureau quite a few men of 
experience in the National Guard. Not merely the head of it, but 
men ov down the line who have werked in the home towns and know 
what problems must be met and solved. 

Mr. Miuier. Mr. Scrivner, I would like to add to what you say 
with regard to the Guard, which has been your experience. That 
is equally true with regard to the Reserves, in my opinion. I have 
been mixed up with that for many years. The local problems are 
different for every type of organization. But no overall program is 
going to work if it does not fit into that picture. 

Mr. Hannan. One of the things I have been trying to do is to find 
out all I can about our Reserve setup. I have been asking the Reserve 
people a Ict of questions—the Reserve Officers Association, Reserves 
on active duty in the services, men in the services who plan the 
Reserve programs—and the National Guard people. I have been 
criticized by some people because I suspect some of my questions 
were embarrassing. I have been satisfied that what we lee in the 
way of a Reserve program is not good enough. What I have been 
trying to do is to keep asking questions and point out what seemed 
to me to be flaws in the Reserves. 


STATEMENT OF MOTIVATIONS FOR JOINING RESERVES 


Mr. Scrivner. We are not satisfied either. I am just wondering 
if you really have the grasp of it. 

I do not like to base a statement on hearsay testimony, but it has 
come to me so reliably that I feel the quotation of the words you have 
used has been accurately reported. Perhaps, at this time I should 
| these reported words off the record. (Quotation off the record). 

do not know whether you said that or not. It was, if said, a poor 
choice of words. 
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Mr. Hannan. This question has been raised before. I think it 
should be answered. 

You refer to a quotation in the Reserve Officers Association Journal 
for January, in which they had a little heading, “Now Hear This,” or 
“Read This”. Then there was what purported to be a quotation by 
me before the Blandy committee, which Admiral Blandy headed in 
the Navy. It purported that I made a statement something like 
this: That there were three motivations that put people in the Re- 
serves; one was the desire for prestige in the community or something 
like that— 

Mr. Scrivner. Is that substantially what you said? 

Mr. Hannan. No. I am going to finish what I was quoted as 
saying. Second was pay, and third was retirement, and then it 
stopped right there. 

‘hen I appeared before the Blandy Commission, I did not make a 
speech. I was invited to appear before the Commission. I went up 
before a group of 8 or 10 Navy officers, to say a few words with no 
notes. I made some comments on what the committee was doing, 
and reminded it of the importance of the work it was doing. There 
was a transcript kept of my remarks. 

When I saw the magazine article, I asked for a copy of the trans- 
cript. It you want to read the transcript, it was declassified. 

r. Scrivner. Can I get a copy of it? 

Mr. Hannan. We will send it to you. It was declassified so that 
it could be given public dissemination. There was no reason to 
mark it ‘confidential’ in the first place. 

What I said was that I commended them for the importance of 
their job, because I was disturbed by the fear that there were too 
many people in our Reserves that would not be available for call to 
active duty when the zero hour came and we really needed them. 
I went on to say that I was afraid there were too many who were 
interested primarily in pay or in retirement or local prestige rather 
than what should be the primary motive of service to the country. 

Mr. Scrivner. Even so, I still cannot understand your reaction 
there, because I know thousands of these reservists. In the first 
place, Congress passed a law which gave them more pay drills. They 
did provide for retirement. It was solely for one purpose, and that 
was to encourage them to come in and support the Reserves. If they 
go in and take it you cannot blame them. 

Mr. Miter. That went on for many years without those things. 

Mr. Scrivner. I have known thousands of these civilian soldiers. 
If the impelling motive is not to serve their country patriotically 
then I do not know the men in the Reserve organizations. 

Mr. Hannan. I am sure you are right. I agree with you. If I 
had written the saetentens A would not have worded it as I did. 
When I was quoted out of context in the magazine article it appeared 
that I was impugning the motives of every reservist which, of course, 
is unfortunate and untrue. 

Mr. Scrivner. Unfortunate is an understatement. I could not 
help but have a violent distasteful reaction when I heard what you 
are purported to have said. I could not have any other reaction. I 
cannot blame the reservists for having the same reaction, because 
I can remember for years and years and years when they did not get 
a single darned dime of pay and yet they kept up their studies and 
kept attending classes and everything else, certainly not for any idea 
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of any prestige, but patriotic motives. I have never seen yet where 
there is any particular prestige to be gained. There are a lot of 
burdens to be taken on. 

He has a lot of pride and satisfaction out of doing his service, but 
as to prestige that is a pretty far-fetched assumption. 

Mr. Mitier. There were many years when it made it harder for 
him to get a job, because they thought that if he were called out for 
duty he would not be there when the boss wanted him. 

Mr. Scrivner. It still does. 

Mr. Osrertac. Would it not be better to substitute the word 
“pride” for “prestige”? I think the average reservist is proud. 

Mr. Hannau. I have only one objective in regard to the Reserve 
Forces, and that is that we develop a thoroughly adequate Reserve. 
I have nothing but admiration and respect for almost all reservists. 
I find myself, however, in the position that if you are going to accom- 
plish this overall objective I know that 1 must ask questions of people 
and talk to them. 

Mr. Scrivner. Well, did you ever ask any reservist who gave you 
the answer, “I did this because it wouid build up my prestige in the 
community?” 

Mr. Hannan. No; I have never had them give me that answer. 

Mr. Scrivner. | have not, either. 

Mr. Hannan. I would not expect anyone to give me that answer. 

Mr. Scrivner. That is why I wondered when I heard the words 
reported that vou had used. I could not believe it. Quite frankly, 
if that is the attitude and if that is the reasoning of those making this 
study have why the Reserve is in existence, somebody had better 
reorient their thinking and quickly. If that is the attitude, that has 
expressed it to this study group. If that is the attitude that the 
regular service has about the Reserves, you are certainly not going to 

et very many of these civilians enthusiastic about going into any 
eserve unit. 

Mr. Hannan. Shall I go ahead and finish this statement? 

Mr. Wiac.tesworrn. Yes, if you will, please. 

Mr. Hannan. The Coast Guard is participating in the deliberations 
through representation by a flag officer. Continuous liaison is being 
maintained with the Joint Chiefs of Staff, the Reserve Forces Policy 
Board, and the Office of Defense Mobilization. The task force in 
reviewing the functions, organization, and training of our Reserve 
forces is making good use of the recent Senate Armed Services Com- 
mittee report on the status of Reserve and National Guard forces. 

To expedite the study and the preparation of the report, each mili- 
tary department has established a corresponding unit with one member 
serving on the staff of the task force. This form of organization was 
adopted to facilitate the exchange of information and viewpoints, and 
to insure that an integrated plan will be prepared for presentation to 
the National Security Council, one which is acceptable to all of the 
military services and to Regulars and Reserves alike. 

It is my personal opinion, which is shared by all of those with whom 
I have discussed the matter, that we can settle for nothing less than a 
Reserve force that is completely trained and equipped, ready in every 
sense of the word to answer the call to active service whenever. it 
comes. 

Every man in every unit, from the commanding officer down to the 
lowest-ranking enlisted man, must be mentally and physically pre- 
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pared to go into active service wherever needed immediately upon 
call, with no equivocation or hesitation whatsoever. The motivating 
interest of each, as Admiral Blandy said, must be what he can do for 
his country, not what his country can do for him. 


IMMEDIATELY CALLABLE RESERVE 


This applies, of course, to the proposed ve gd now designated as 
ihe “immediately callable Reserve.” It should be possible to work 
out a plan for the selective recall to duty of that large number of 
obligated reservists with prior service who may have justifiable per- 
sonal reasons for not being able to return to active duty immediately 
upon the declaration of an emergency, or whose services are, by reasons 
of special abilities or responsibilities, critically essential to the civilian 
economy. The recall of the enlisted men in this category might well 
become a responsibility of selective service. While our task force has 
been at work only a short time, I am confident that adequate provisions 
for an orderly recall of reservists in both categories can be worked out 
in cooperation with the other Government agencies having an interest 
in the matter. 

In concluding my statement, I should like to reiterate my belief 
that the matter of retaining the hard core of our military services and 
increasing its size by all equitable means, and the establishment of a 
Reserve system adequate to meet any demand that may be imposed 
upon it, are matters meriting the most serious considerations by this 
committee and by the Congress. 

Mr. WiaciteswortH. Thank you, Mr. Secretary. 


CIVILIAN PERSONNEL, FOREIGN AND DOMESTIC 


Without objection we will include in the record at this point tables 
5 and 5~A furnished with respect to the Department of Defense; the 
first being entitled ‘‘Civilian Personnel” and the second being entitled 
“Foreign Personnel, Ungraded, Furnishing Support to Regular 
Military Functions.” 

(The information is as follows:) 


TABLE 5.— Civilian personnel ! 


Actual 


486, 810 476,023 | 473,872 
734, 876 f 678,786 | 689, 819 


500, 372 
783, 121 
1, 283, 493 | 1, 221, 686 |1, 1, 154, 809 |1, 4 721 
28, 290 27, 600 27, 751 , 559 
35, 549 25, 102 23, 803 22, 189 


1, 182, 528 | 1, 168, 515 
28,564 | 27,576 
29,613 | 26, 933 


1, 347, 332 |1, 274, 388 |1, 1, 206, 363 | 1, 213, 469 |1, 240, 705 | 1, 223, 024 


! The figures in this table include Ryukyuans. Such employees are not included by the Givil- ice 
in their report on civilian employment. 


Projected 
Man years 
December} June |December| June ine 
year 1954 | year 1955 
Military functions: 
| 
Civil 
Mutual security program... 
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TaBLe 5e.—Foreign personnel (ungraded) furnishing support to regular military 
functions 


Actual Projected 


Man years 


June 
1955 


} 


| 
Fiscal | Fiscal 
year 1954 | year 1955 


178, 328 ’ 168,914 | 180,097 
116, 650 , 96,000 | 114, 371 
116, 123 113,204 | 121,134 


411, 101 01,00 | ss | 415, 602 


! Preliminary. 
REDUCTION IN MILITARY PERSONNEL 


Mr. WieGLeswortn. Mr. Secretary, you have pointed out that 
there is a contemplated overall decrease in the military personnel 
from June 30, 1954, to June 30, 1955, from 3,327,000 to 3,038,000, a 
reduction of 289,000 or a little over 8 percent. 

You indicate on page 2 of your statement that this reduction will 
be accomplished principally by reducing the numbers of those in non- 
combat assignments, that is, in training, transient, and in supporting 
units. 

I notice on page 3 that you tell us that the Marine Corps will have 
56 percent of its total strength in the operating forces as of the be- 
ginning of fiscal year 1955, and 62 percent as of the end of that year, 
in spite of an overall reduction of strength amounting to 10,000. 

Can you give us comparable percentages for the Army, Navy, and 
Air Force? 

Mr. Hannan. At the end of fiscal year 1955 the Army will have 
62.8 percent of its people in the operating forces, the Navy 62.0, and 
the Air Force 57.0. 

Mr. WiccieswortH. What is the Navy’s percentage at the begin- 
ning of fiscal year 1955? 

Mr. Hannau. 63.6 at the end of 1954. 

Mr. Wiceteswortu. The Navy is decreasing a little? 

Mr. Hannan. A little. 

Mr. Wiceieswortu. Whereas the other branches are increasing 
their percentage of operating forces. Why should the Navy not 
increase its percentage of operating forces? 

Mr. Hannan. That is a question which we are continuing to ask 
the Navy. General Anderson says the Navy will have higher losses 
in fiscal year 1955 than they have had in the last 2 years. Therefore, 
more manpower is going to be required to train the replacements. 

Mr. WiceieswortH. You mean they explain this increase by an 
increased requirement for training personn 12 

General ANpERsoN. They have greater losses in fiscal 1955 than 
they had in fiscal 1954, and therefore more people involved in training. 

Mr. Wiecteswortn. You mean people whose terms are expiring? 

General ANDERSON. Yes, sir. 

ia Wiccieswortnu. That certainly is true of the Army, also; is 
it not 


December} June (|December| June 
180,656 | 186,791 | 174, 040 
173,204 | 161,060 | 103, 299 
Germans...........-...-.----..| 144,346 | 128,672 } 115, 796 
Total, Department of | 
507,206 | 476, 523 | = 
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General ANpERSON. The Army losses were very high, but the Army 
has changed its system of training to take part of the training out of 
special training outfits and put it in the active divisions. Therefore, 
they do not have a corresponding increase in the training overhead. 

Mr. WiaGieswortH. The percentage of operating forces in the 
Army rising from 52 percent to 62.8 in the fiscal year is it not? 

Mr. Hannan. Actually, that comparison is between end of fiscal 
year 1953 and end of 1955. 

At the end of 1953 for the Army it is 52. At the end of 1954 it is 
61.8. At the end of 1955 it is 62.8, which is a very good record on 
the part of the Army, in view of the big turnover. 

Mr. WicGteswortn. Will you give us comparable figures for the 
Navy, Marine Corps, and Air Force? 

Mr. Hannan. The Navy, end fiscal year 1953, 64; 1954, 63.6, and 
1955, 62, so they will have gone down 2 percent. 

“ Mr. Wiaciteswortu. How about the Marine Corps and the Air 
orce? 

Mr. Hannan. The Marine Corps, end fiscal year 1953, 59.3; 1954, 
56.2 and 1955, 61.8. 

The Air Force, 49.8 end fiscal year 1953; 55.7 at end 1954, and 57 
at end 1955. 

We have been putting a good deal of pressure on the services to 
move in this direction of increasing the percentage of military person- 
nel in the operating forces. 


UTILIZATION OF MILITARY PERSONNEL 


Mr. Wiacieswortu. As you know, the committee in its report last 
summer placed a great deal of emphasis on the importance of a better 
utilization of military personnel. 

Page 5 of the reports refers to the fact that studies and investigations 
reveal three principal faults—overstaffing in support activities, utili- 
zation of military personnel in civilian-type positions, and the doubling 
of supervision by military and civilian personnel. 

, bongs if any, progress has been made in respect to those indicated 
aults? 

Mr. Hannan. We have had continuing studies of overstaffing in 
support activities and a review of the tables of organizations in all 
the services. I inherited the T/O project. It was started by the 
Sarnoff committee that was in existence when we came to the Depart- 
ment of Defense. 

Mr. Wice.teswortu. The Sarnoff committee never made any 
specific recommendations of this character, did it? They made more 
or less a general review of the picture, as I recall it, and an overall 
estimate of what they thought ought to be possible of accomplishment. 

Mr. Hannan. That is right. 

Mr. WiceieswortH. What can you tell us has been done under the 
heading of cutting down the overstaffing in support activities, or the 
utilization of military personnel in civilian-type positions, or cutti 
out the doubling of supervision by milita and civilian personnel 

Mr. Hannan. Well, the services have made a comprehensive review 
of over 5,000 organization tables between July 1, 1952, and November 
1, 1953, for the purpose of reducing the number of noncombat and 
related support positions. This review resulted in a reduction of 
160,173 military spaces previously authorized. 
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Mr. WiacG.Leswortu. Across the board; all services? 

Mr. Hannan. Yes; 69,000 of the spaces eliminated by the review 
contributed to the overall military manpower reductions, and 91,000 
were subsequently used for activating combat units, or for priority 
projects. 

Mr. Wiacieswortu. The figure you gave us was the gross figure? 
The net figure is less? 

Mr. Hannan. No; the two total 160,000. 69,000 resulted in an 
actual net savings of personnel. 91,000 spaces were taken up by 
people that were reassigned to combat positions, which increased the 
overall military effective strength. 

I think that what you are getting at is the breakdown by services 
of the actual total savings of 160,173 which is divided as follows: 
Army, 54,171; Navy, 9,470; Marie Corps, 22,035; and the Air Force, 
74,497. 

Mr. Wicctesworrn. That 1s all military personnel? 

Mr. Hannan. That is right. 

Mr. WiacieswortH. Does that overall force reflect a reduction in 
the overstaffing of the support activities to some extent? 

Mr. Hannan. A part of this improvement we show in the percent- 
age in operating forces is due to the reduction that this study has 
resulted in in nonoperating forces. 

Mr. WiaGLesworrs. I am asking whether or not the overstaffing 
referred to in the support activities is being reduced as a result of 
this cut? 

Mr. Hannan. Yes. 

Mr. WiaGLesworrH. Have you eliminated or cut down the system 
described as doubling of supervision by military and civilian 
personnel? 

Mr. Hannan. We have made some progress. 

Mr. Wicateswortu. There is still room for improvement there? 

Mr. Hannan. I think there is. We are putting a good deal of 
emphasis on it. I am gratified with the progress that we are making. 

Would you like the figures on what has actually happened in 
reductions in supporting forces by services? 

Mr. Wiaateswortu. If you will furnish that for the record now we 
shall appreciate it. 

Put something in in more detail on the improvement in the doubling 
of supervision. 

Mr. Hannan. We can do that. 

(The information requested follows: ) 

All of the services are reducing the number of military personnel assizned to the 
supporting forces. Following are the figures by service of the number o: people 


in uni‘orm assigned to the supporting forces at end fiscal year 1953 and the 
number estimated for end fiscal year 1954 and fiscal year 1955: 


Estimated 

Actual, end 

year 
1953 


y 
Air F 


fiseal 

year 1054 year 1955 
: 236, 696 204, 602 159, 991 
— 142, 527 | 134, 359 | 122, 525 
31, 056 22, 312 22, 006 
106,798 | 168,000 | 150, 086 
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Each of the departments has and will continue to take positive steps to elimi- 
nate double supervision by military and civilian personnel in its installations. 

For example, the Army in the last 8 months, through an extensive and con- 
tinuing manpower survey program at posts, camps, and stations, has located and 
eliminated approximately 50 instances of duality between military and civilian 
jobs, largely in depots and installations in the continental United States. 

In addition, the Assistant Chief of Staff, G—4, has recently developed new 
staffing and career policies for its technical services depots and installations. 
These policies are designed to (a) eliminate dual staffing of key jobs by both 
military and civilian personnel, (b) enunciate both military and civilian career 
patterns, and (c) define lines of supervisory authority. The Chief of Ordnance 
installed this policy in all depots as of January 1, 1954. The other six technical 
ae will implement similar policies in their installations on or about March 

, 1954. 

In the Navy at the Naval Air Station at San Diego, out of 276 organizational 
units surveyed, 20 cases of duality were found; at the Naval Shipyard, Norfolk, 
Va., 10 cases, and at Bayonne, N. J., 9 cases were found. 

The Air Force has in being a vigorous manpower survey program aimed at 
eliminating military and civilian duplication within all elements of command. 
In addition, part-time or nonessential jobs are being eliminated in order to achieve 
Air Force objectives at a minimum cost in manpower. As an example, a joint 
Office of Secretary of Defense-Air Force manpower survey of the Air Force 
finance centers was conducted during August 1953. A complete desk audit of 
civilian and military positions resulted in a reduction of 17 officer and 241 civilian 
positions from the operating staff of this activity. 


ASSIGNMENT OF OFFICERS TO ADMINISTRATIVE POSITIONS 


Mr. Wiae.teswortu. The committee report on page 17, under the 
same heading of ‘Utilization of manpower,” refers to the importance 
of a review of the entire techniques of the assignment of officers to 
administrative positions. The report reads as follows: 

In this latter connection, the justifications for one appropriation carried the 
following sentence: ‘‘Military personnel are not available at a given installation 
for a sufficient length of time to be fully effective in key positions.” This remark, 
emanating from a military agency, could not more forcefully express the feeling 
of the committee. 

Have you dealt with that? 

Mr. Hannag. Yes, we have, and the services agree with us that 
there would be an increase in efficiency if men were left longer in 
their assignments. A good deal of progress has been made in elimi- 
nating nonessential moves, both from the standpoint of reducing 
costs of moving, but more particularly from the point that you raise, 
of increasing the efficiency. 

When you put a good man in a job it takes him some time to learn 
it. Then if you have to replace him after 2 years, a new man will 
have to come in and there is a loss in efficiency and effectiveness 
while the new man is learning. 


COMPLIANCE WITH RECOMMENDATIONS IN COMMITTEE REPORT 


Mr. Wiaeiesworts. On page 52 of the report, under the Air 
Force, there seem to be five specific recommendations made. 

Reduce the numbers of military personnel assigned to hospitals, from the 
present high ratio to more nearly approach the Army and Navy standards. 

Has anything been done along that line? 

Mr. Hannan. I will answer by saying that we have gone over all 
the recommendations made by this committee and the Senate com- 
mittee, and we have looked into all of them. 
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Mr. Wicc.esworts. I will refer to these five recommendations 
briefly, and if you will put into the record when you revise your 
remarks what has been done under each of them I shall appreciate it. 


1. Reduce the numbers of military personnel assigned to hospitals, from the 
present high ratio to more nearly approach the Army and Navy standards. 

2. Reduce the number of Air police from the present ratio of about 54 police 
per 1,000 airmen to be more nearly in line with the standards for the other services. 

3. Reduce the number of Air Force bands to a more reasonable basis. The 
present number of 91 utilizes the services of approximately 3,370 officers and 
airmen. 

4. Cut down on the number of clerks, chauffeurs, aides, and orderlies through- 
out the Air Force organization. 

5. Reduce the number of airmen assigned to training support. The ratio of 
persons engaged in training support, including instruction and overhead, is nearly 
1.5 to each trainee. This is much higher than the Army and Navy, which have 
reverse ratios of 2.4 and 1.4 trainees per personnel engaged in training support, 
respectively. 

he committee can understand the Air Force having a higher ratio than the 
samy, but sees no reason why the Air Force should not compare favorably with 
the Navy. 


Mr. Hannan. I can give you quick answers to 2 or 3 of those. 

We have made a reduction of 8,500 spaces in the air police. 

We have made a reduction of 1,300 spaces in the airmen assigned 
to bands activities. We can give you more on each of these matters. 

Mr. Wiaeiesworru. Fill it in please when you revise your remarks. 

(The information requested is as foliows:) 


1, MILITARY PERSONNEL ASSIGNED TO HOSPITALS 


The Air Force has been making a maxinum effort to improve inpatient staff- 
ing ratios. Letters have been written to the field in all cases where overstafling 
sayenss and reductions have been effected. 

n an attenpt to obtain greater conparability amnong the services, the Air 
Force has revised their reporting more nearly in line with that o? the other serv- 
ices in order that they will show in their reports only those military who are 
directly associated with inpatient care. 

Complete conparability, however, is difficult to achieve. For exanple, the 
Navy, which uses a large nu nber o° off-base hospitals, can utilize as much as 30 

reent of its patients for overhead at the hospital, while in the Air Force where the 

ospital is usually located on the base, such patients are used in other activities 
on the base. 

As the result of actions taken by the Air Force, however, the following improve- 
ment in the inpatient personnel per occupied bed has been made: 

October 1952—2 military overhead to 1 patient. 

October 1953—1.65 military overhead to 1 patient. 


2, AIR POLICE 


The Air Force this year has made a reduction of about 8,500 spaces in authori- 
zations for air police, or about 19 percent fron the 44,000 authorized at the end 
of the last fiscal year. The resulting ratio is about 37 air po.ize per thousand 
airnen. By the very nature o' their duties as ground and air crewmen, mechanics, 
and other specialities, it is more eTicient to have a pernanenut guard force such 
as air police furnishing both peri neter and interior guard than to utilize such 
specialists for detail guard, thereby requiring an increased number to perform 
maintenance during the absence of specialists on detail guard. Interior guard 
duty per/ormed by Army personnel contitutes a part of their training. 


3, AIR FORCE BANDS 


By the end of fiscal year 1954 the Air Force plans to make about a 32-percent 
reduction (1,100 spaces) from the end fiscal year 1953 authorized strength of about 
3,500 bandsmen. 
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4. CLERKS, CHAUFFEURS, AIDES, AND ORDERLIES 


All the services have made a comprehensive review of over 5,000 military 
organizational tables between July 1, 1952, and November 1, 1953, for the purpose 
of reducing the number of noncombat related support positions, About 55,000, 
or more than one-third of the total of the 160,000 military were in those adminis- 
trative or support functions specifically mentioned by the Congress. In addition 
to this, the Air Force has ot a survey of Air Force installations in Europe with 
the objective of obtaining the maximum possible substitution of indigenous person- 
nel for United States military. These jobs are generally in the administrative 
and support categories, clerks, drivers, warehousemen, pv’ the like, and result in a 
saving of almost 18,000 authorized military spaces. 


5, TRAINING SUPPORT 


Due to different types of training and variations in training methods and pro- 
cedures, ratios of trainees to training overhead are not completely valid indices of 
the extent to which economy is being practiced in the utilization of manpower. 
Consequently, care should be used in drawing conclusions from such ratios. 

During the past year the Air Force has reduced the number of military personnel 
assigned to training overhead duties. In the next year, further economies in this 
area are planned, 

Mr. Wica.Leswortnu. It was reported a year ago that there were 
about 39,000 personnel engaged in research and development. Our 
investigators indicated in their opinion there was considerable over- 
lapping between the services causing waste. Have you made any 
overall check of that picture with reference to the number of military 
personnel engaged in research and development? 

Mr. Hannan. Yes. It has been called to the attention of Dr. 
Quarles, Assistant Secretary of Research and Development. There 
seems to be no question but that savings can be made. I have not 
checked with him recently to see what the actual savings will be. 

Mr. Wiae._eswortu. I wish when you revise your remarks you 
would insert what reduction, if any, has been made. 

(The information requested is as follows:) 

At end fiscal year 1953, there were 39,946 military personnel working on re- 


search and development programs. At the end of fiscal year 1954, it is estimated 
that this number will be reduced to 38,529 and by end fiscal year 1955, to 35,176. 


OVERSEAS INDIGENOUS PERSONNEL 


Mr. WiaGieswortH. You referred to greater utilization of indig- 
enous personnel overseas by the Air Force. Do you feel there is 
room for further savings along that line? I mean either in the Air 
Force or other services overseas? 

Mr. Hannan. The Air Force feels there is an opportunity for 
further savings, and I am sure they will report to you on this matter. 

Mr. How about the services? 

Mr. Hannan. The whole matter of the use of overseas indigenous 
personnel by the services involves several complicated factors—the 
use of foreign currency being one; another is security clearance. 
We have a group working on the matter now. It includes repre- 
sentatives from my office, the Comptroller’s office, and each of the 
services. The group is studying all aspects of the question of use 
of indigenous personnel. I hope that after we receive the results of 
the study that we will find we can make greater use of foreign 
nationals in the Army and Navy as well as in the Air Force. 

Mr. WiaeLeswortn. You recognize, of course,the opportunity for 
substantial savings in that manner, insofar as it is practical. 

Mr. Hannan. Yes. 


0 
a 
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ELIMINATION OF BOARDS AND COMMISSIONS 


Mr. WiacireswortH. Reference was made to the very large number 
of boards and commissions at the Pentagon a year ago. Do you have 
any functions to perform in that field? 

Mr. Hannan. Of course, a great many of them have been elim- 
inated. As you know, the Research and Development Board and the 
Munitions Board have passed out of existence. Their functions have 
now been assumed by several of the new Assistant Secretaries at a 
considerable saving in personnel. 

Mr. WiaGLeswortH. Would it be possible to furnish for the record 
a picture of just what has been eliminated, in terms of committees and 
individuals during the past year? 

Mr. Hannan. In the testimony that has been prepared in support 
of the budget request for the Office of the Secretary of Defense, this 
matter is gone into in detail—the reduction of personnel, military, and 
civilian. I believe this testimony will be presented to you within the 
next few days. 

Mr. Wiaaieswortu. If we are going to get it at that time I do 
not care about repeating it, but somewhere in the record I would like 
to get a detailed picture of just what has been accomplished. 

Mr. Hannan. We will furnish it for this record, and it will come in 
the justification for dollars for the Office of the Secretary of Defense. 

(The information requested is as follows:) 


As a result of the reorganization of the Office of the Secretary of Defense under 
Reorganization Plan No. 6 of 1953, the Munitions Board, the Research and 
Development Board, the Armed Forces Medical Poliey Council, and the Manage- 
ment Committee were abolished and the organization and functions of the Office 
of the Secretary of Defense were realined under nine Assistant Secretaries of 
Defense, a General Counsel and an Assistant to the Secretary of Defense for 
Atomic Energy as staff to the Secretary of Defense. Through this action, the use 
of boards and committees to perform executive responsibilities under the Secre- 
tary of Defense was eliminated. 

As of February 28, 1953, prior to the reorganization, there were 365 boards, 
committees, subcommittees, etc., operating under various agencies of the Office of 
the Secretary of Defense which utilized, in addition to regularly-assigned staff 
personnel, the part-time services of 4,290 people as members. Of these, the 
Research and Development activities had 215 board and committee-type activ- 
ities which required the part-time services of 2,972 members, of which about 600 
were outside scientific and technical consultants. The Supply and Logistics 
(former Munitions Board) area had 82 boards and committees which utilized the 
part-time services of 817 members, of which 380 were representatives from 
industry serving on Industry Advisory Committees. 

By February 15, 1954, the board and committee activities of the Office of the 
Secretary of Defense had been reduced to approximately 157 boards and com- 
mittees which utilize the part-time services of 1,625 people as members. Of these, 
Research and Development activities have 35 committee-type groups which 
require the part-time services of 462 members, about 250 of which are outside 
scientific and technical consultants. The Supply and Logistics area has 54 
committee-type activities which require the part-time services of about 625 
members, of which 266 are representatives from industry serving on Industry 
Advisory Committees. In a number of instances an individual serves on a part- 
time basis as a member of two or more of these joint committees. 

This represents a net reduction since February 28, 1953, of 208 boards and 
committees and 2,665 members whose part-time services were required by the 
Office of the Secretary of Defense. This includes a net reduction of 180 com- 
mittee-type activities and 2,510 members for Research and Development activities 
and 28 committee-type activities and 192 members for Supply and Logistics 
activities. 

The board and committee-type activities in the Office of the Secretary of 
Defense are still under study and it is anticipated that there will be a further 
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reduction in the number of such activities and the number of personnel whose 
part-time services are required as members. 

As of January 20, 1953, the Office of the Secretary of Defense had 2,169 civilians, 
934 military personnel, or a total of 3,103 personnel assigned as full-time staff. 
As of December 31, 1953, it had 1,758 civilians, 824 military personnel, or a total 
of 2,582 personnel assigned to its staff. This represents a net reduction in the 
numbers of personnel assigned to the staff of the Office of the Secretary of Defense 
of 411 civilian employees, 110 military personnel, or a total of 521 personnel 
during the calendar year of 1953. These personnel statistics include the following 
statistics for areas which operated primarily under a board and committee-type 
system prior to Reorganization Plan No. 6: 


Personne! reductions 
Personnel assigned asof | Personnel assigned as of durin 


Jan. 20, 1953 Dee. 31, 1953 


Activity 


Civil- | Mili- 


Supply and Logistics 95 791 458 

Research and Development - 246 204 

Armed Forces Medical 
Policy 

Management Committee 
and Staff 


4 
1,075 


REDUCTION IN CIVILIAN PERSONNEL 


Mr. Wiaciesworta. Now, you tell us that from January 1953 to 
December 1953, civilian personnel across the board, was reduced from 
1,329,795 to 1,179,438, a reduction of 150,357, or about 11 percent. 

Mr. Hannan. Yes. 

Mr. Wiacteswortu. In the table inserted in the record for the 
Department of Defense I notice that the figure given there for Decem- 
ber of 1953 is 1,146,892, or roughly 32,000 less than the figure I thought 
I took from your statement. Is there some reconciliation? If not, 
which is correct? 

Mr. Hannan. The figures that I have, civilian employment on the 
31st of January 1953 was 1,329,795, and on the 31st of December 
1953, it was 1,179,438. These figures are for total civilian employees 
of the Department of Defense as reported to the Civil Service Com- 
mission. 

Mr. Wiccieswortu. Those are the figures I gave, which I thought 
I took from your statement. 

' Mr. Hannan. Those, I believe, are the correct figures of the total 
number of civilian employees. 

Mr. Wiaaieswortu. | do not know whether you are familiar with 
a table [handing] which was furnished us by the Department of 

efense. 

Mr. Hannan. The table shows December 1952, and the figure we 
have is for January 31, 1953, which is about 2 weeks after this adminis- 
tration took office. 

Mr. Wiceieswortu. The res previously furnished us from the 
Department of Defense were December 1953, 1,146,892, which ap- 
parently compares with your figure as of that date of 1,179,438, and I 
wish when you revise your remarks that you would either reconcile 
the two, or indicate which is correct. 

Mr. Hannan. We will. 


| | 

— 

25| 68 333 

31 ul 2 

a1). 4 6 

4 

| 161 | | | 78 | 680 312 | 83 395 
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(The information requested is as follows:) 


The figure of 1,146,892 mentioned by the chairman for December 31, 1953, is a 
reliminary civilian employment figure for military functions only. The actual 
ieate for that date is 1,145,938. It includes 14,697 Ryukyuan civilians who are 
aid from DOD Appropriation Act funds, but are not reported by the Civil Service 

Commission in civilian employment reports. 
The figure of 1,145,938 does not include 48,197 civilian employees paid from civil 

functions and MDAP appropriations. 

The figure of 1,179,438, used in my statement, is the official total actual civilian 

employment for the Department of Defense. 
he two employment figures for December 31, 1953, are reconciled as follows: 


Figure in table changed to actual employment 1, 145, 938 
Ryukyuans — 14, 697 


1, 131, 241 
MDAP and civil functions employees + 48, 197 


Figure used in statement 1, 179, 438 


Mr. Wiaateswortn. Also in the figures previously furnished by 
the Department of Defense it appears that it is contemplated that 
the overall figure will increase from that low of 1,146,892 in December 
1953 to 1,154,809 as of June 1954, and further to 1,163,721 as of 
June 1955. 

Do you agree that there will be an increase in the next 18 months; 
if so, why and how much? 

Mr. Hannan. For budget purposes, these are the best estimates 
of the number we think will be required. I recognize it is going to 
be more difficult to make savings from now on out than it has been 
up to now. However, I expect that we are going to continue to move 
in the direction of reducing civilian personnel unless we find that it 
is possible to save money by replacing a man in uniform with a civilian. 
Conceivably, you can make savings by substituting a civilian for a 
man in uniform. 

So all the efforts, as long as I am here, are going to be spent in 
trying to get the job done just as efficiently as it can be done. 

Mr. Wiaa.ieswortnu. Of course, I can see the point you make of 
the substitution of civilian for military personnel, but offhand I 
should suppose with military personnel coming down 289,000 that 
civilian personnel would also show a continued reduction rather than 
the indicated buildup here, which you say is assumed for budgetary 
purposes. I do not know what you mean by that. 

Mr. Hannan. I will answer the question by saying it is my hope 
that we are going to do the overall Department of Defense job with 
fewer people than are shown in these figures. Or answering the 
question another way—I do not think we have achieved all of the 
efficiencies that are possible. 

Mr. Wiaaiesworrn. When you revise your remarks, Mr. Secre- 
tary, will someone check the two tables that we have inserted—and 
if the figures are not correct, have them corrected, so that we may 
have something that we can rely on. 

Mr. Hannan. You want the correct civilian figures broken down 
by services? 

Mr. Wiceteswortu. I want the tables verified first. Secondly, 
I would like a table that will show in one column the military personne! 
and in the second column the civilian personnel and in the third 
column the ratio for each of the services. 


| 

8 

3 

2 

i 
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(The information requested is as follows: 


In answer to a specific question further on in the testimony, the difference 
between certain figures in the table and some figures used in the statement were 
reconciled. Both the data in the table and in the statement are correct. 

The figures in the table include Ryukyuans. The figures in the statement are 
taken from the official civilian employment reports furnished the Civil Service 
Commission and do not include Ryukyuans. In addition, the figures in the 
statement include personnel paid from MDAP and civil functions funds as well as 
regular functions civilian personnel. 

The following table shows the number of military and civilian personnel by 
Department and the ratio of military to civilian personnel. The civilian per- 
sonnel figures include the Ryukyuans in order to agree with the tables: 


Ratio of military to civilian personnel 


Actual an 1953): 
tary 


atio 
Actual (Dec. 21, 1953): 
Military 
iliays 
Planned (June 30, 1954): 
ilitary 


! Figures are for civilian employees paid from MDAP and civil functions funds as well as regular functions 
but include Ryukyuans. 
stimated 
3 Omits additional ROTC graduates to be brought to active duty which may increase number shown by 
maximum of 8,700. 


WOMBLE REPORT COMMITTEE 


Mr. Wiccieswortu. Who composed this so-called Womble report 
committee? 

Mr. Hannan. The committee was chairmaned by Admiral Womble 
who heads up our Office of Personnel Policy. The other members 
were the G—1’s of the services. 

Mr. WiacGteswortu. I see here that you apparently had Admiral 
Womble and Maj. Gen. R. M. Young. 

Mr. Hannan. He is the G-1 for the Army. 

Mr. Wiaciteswortu. And Rear Adm. M. ‘pe. Arnold, United States 
Navy. Maj. Gen. M. J. Lee, United States Air Foree. Brig. Gen. 
N H. Nelson, United States Marine Corps. 

Mr. Hannan. The latter is the G—1 of the Marine Corps. 

Mr. WiccteswortH. How long a job was it? 

Mr. Hannan. We would have to check to give you an accurate 
date. The committee was appointed late last spring. The group 
submitted a tentative report which I returned, and they did some 
more work on it. 

Mr. Wiace.teswortn. I have not had an opportunity to study it, 
but judging by the appendix, a seemed to have pretty much cov- 
ered the waterfront. my take it a large part of what they recommend 
is within the jurisdiction of the Department of Defense itself, involv- 
ing no action by the Congress, is that not so? 


Army Air Force 
518, 008 448, 809 305, 653 
2. 96:1 2. 32:1 3. 20:1 
| 1, 481, 177 1, 009, 072 912, 537 
470, 230 429, 388 293, 196 
| 3.15:1 2. 35:1 3.11:1 
| 1,407,200} 9685, 553 955, 000 
| 471, 206 428, 977 304, 420 P 
2. 99:1 2. 25:1 3.14:1 
? Planned (June 30, 1955): 
an 466, 299 419, 105 326, 264 
2. 50:1 2. 16:1 2. 98:1 
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Mr. Hannan. Right. 
Mr. Wiae.Leswortu. I see they even go so far as to oppose all 
riders on appropriation acts. 


OPTOMETRISTS 


T had a complaint the other day from a group of optometrists who, 
I understand, are people who have had 5 years in approved schools 
and who think that there is no adequate opportunity for them to 
serve as commissioned officers. Do you have any comment to make 
on that? 

Mr. Hannan. I do not know anything about it, Mr. Chairman. 
I will be glad to look into it. 

Mr. Wiae.Lesworru. Will you please let me have some information 
on that? 

Mr. Hannan. Yes. 

(The information requested is as follows:) 

There is a requirement for commissioned optometrists within the armed services. 
Based upon the reduced end strengths for fiscal year 1954, the services will require 
212 in a commissioned status. Of these, 39 are in the Navy, 76 are in the Army, 
and 97 are in the Air Force. 

The Navy at the present time has three vacancies. These will be filled by 
individuals who have filed applications during the period November 1, 1953, to 
January 1, 1954. 

The Army has 84 commissioned optometrists on duty. Their requirement for 
June 30, 1954, is 76. Consequently, it is not anticipated that any optometrists 
will be commissioned in the Army before June 30, 1954. 

The total Air Force requirement for commissioned optometrists is 97. Since 
December 15, 1953, 15 appointments have been made from sources outside of the 
service. These are the first commissions for optometrists since Oetober 1951, 
with the exception of those which have been made from qualified individuals who 
have been serving in airman status. It is expected that 15 more appointments 
will be made through June 30, 1954, and that 4 more will be appointed from July 
through December 1954. 


Mr. WicGLeswortnH. Mr. Scrivner. 


COMPLIANCE WITH TABLES OF ORGANIZATION 


Mr. Scrivner. Secretary Hannah, I understand and appreciate 
that you have a very difficult job. I do not know exactly what you 
inherited when you went into your office. Perhaps I have a slight 
idea 

It is a difficult problem because you cannot go out into the field 
and oversee everything, and if some suggestion is made you cannot 
supervise actually to see whether it is carried out or not. That is 
particularly true with regard to a lot of these tables of organization. 

It does not do any good to have the best table of organization in 
the world if no heed is paid to it, is that not right? It does not do 
any good. It isa piece of paper and it looks nice, but if it is not being 
complied with in the field you might as well tear it up. 

In recent months some of us have had occasion to visit installations 
and we have asked to see the tables of organization and then we 
have asked, ‘‘Well, how many do you have here, here, and here?” 

You can guess what we found. 

Mr. Hannan. From the way you asked the question I assume the 
table was not being followed. 
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Mr. Scrivner. Right, time after time. What is the remedy? 
What is the remedy particularly when you see in some units several 
higher ranking noncomissioned officers when the tables of organization 
call for perhaps two? There is not enough work for them. They 
are not happy in their work because they are not doing what their 
career prepared them to do. They are just sort of marking time. 
One of the men said to me, “If a corporal could not do this job as well 
as I he should not have his stripes.’”’ What is the answer? Is it 
naoemeny to send a team out with authority to act on the spot, or 
what! 

Mr. Hannan. I hope that will not be necessary. Conceivably 
it might be. 

In the year that I have been on the job I have been operating on the 
policy that if we are going to make enduring improvements they have 
to be made through more or less of an educational process; that is, the 
problems are in the Army, the Navy, the Air Force, and the Marine 
Corps, and the solutions are there also. 

Mr. Scrivner. In connection with that, I have seen quite a few 
rays of hope. In the past several months I have seen more evidence 
of pride in the economical use of the manpower and the saving of 
money among the military men than I heve seen in the previous 
7 years. 

Mr. Hannan. In my type of work I believe it is the only way the 
job will be done. If you propose to do it by edict from the Office of 
Secretary of Defense, or from my office, you will get compliance for 
a little while. It is not likely to be enduring. 

Mr. Scrivner. Are there not any methods whereby there could be 
reward or punishment if they do not comply with an order of the 
Secretary of Defense? 

Mr. Hannan. There can be, and of course, there should be punish- 
ment if compliance cannot be obtained by more pleasant means. 
Frankly, Mr. Scrivner, I have been pleased with the degree of coopera- 
tion we have been receiving. We started out without getting very 
much enthusiasm from the services and with some foot dragging. 
Now, we are getting better cooperation than I anticipated. 

Mr. Scrivner. I have been pleased by what I have seen in the wa. 
of economy. I hope it is catching like the measles because if it is it 
will spread throughout the services and we are going to see some 
results in another year that will probably surprise a lot of us. It has 
been very encouraging to me, the attitude of cooperation in the services 
and the evident zeal that many of these men have evidenced in their 
work. It has made me feel pretty good. 

Mr. Hannan. I am commending the services—— 

Mr. Scrivner. So am I. 

Mr. Hannan. On the progress that they are making in economizing 
in the use of manpower. 

Mr. Scrivner. So am I. 


MEANS TO STIMULATE REENLISTMENTS 


You have joined a chorus that has been here before us in that you 
have recited in your statement the benefit of getting a man to reenlist 
and how much it costs to train a man. We have been told how much 
it costs to get him trained to be an airman. Then a comparison is 
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made with the small number of reenlistments and the small bonus 
that the man gets who goes out of the service under the Readjustment 
Act, and the GI bill. I seem to suspect there is a hint of something, 
but nobody has yet come out and said just what you want. You do 
not tell us these things for no reason. 

Are you advocating or just gently approaching the suggestion that 
there should be a larger reenlistment bonus? 

Mr. Hannan. No, I am not specifically advocating a larger reenlist- 
ment bonus. 

First of all, I think that we need to embark upon a long-time pro- 

am that will assure reasonable housing, not only for men with 
amilies, but single men in barracks, at the permanent installations in 
this country, to house the number of men in uniform that are pro- 
ieee re the long pull. That is No. 1 on my list of improvements 
needed. 

Mr. Scrivner. You are talking now about elements of the Regular 
Army, is that it? 

Mr. Hannan. I am talking about elements of the regular forces, 
and I am talking about reasonable housing and reasonable recrea- 
tional facilities in these training facilities that are likely to be perma- 
nent. 

Pak Scrivner. The new men going in just go in for a short period 
of time. 

Mr. Hannan. But the establishment is in the United States con- 
tinuously. 

Mr. Scrivner. I am trying to find out who you are talking about. 
You are not talking about your selectees then? 

Mr. Hannan. Yes, I am talking about even better facilities for the 
housing of selectees in the indoctrination and training centers. Better 
facilities are needed at our permanent type installations for all cate- 
gories of personnel on active duty. 

Mr. Scrivner. All these things that you have been talking about 
are things for permanent military careers, as I understand. 

I have talked to quite a few of these men that are going out of the 
service. You talk about the unhappiness of the wives. 

Mr. Hannau. That is right. 

Mr. Scrivner. You have not hit the sore spot yet. 

Mr. Hannan. What do you think is the sore spot? 


FREQUENT SHIFTS IN ASSIGNMENTS 


Mr. Scrivner. The frequent shifts in assignments. 

Mr. Hannan. That, though, is within our power to handle to a 
degree, and we are working on it. 

Mr. Scrivner. How far are you getting? I have talked to quite a 
few. There is all this talk about the PX’s and the commissaries and 
the rest of it, and it fades into insignificance compared with the one 
big gripe—‘‘We do not get a chance to settle down long enough to 

et acquainted with our next-door neighbor; we cannot live a normal 
ife; we cannot raise our children in a normal way so that they can 
have normal friendships.’’ One man I know was transferred 5 times 
within 3% years. Of course, the wives are unhappy because of those 
frequent shifts. They can start out perhaps as a young married 
couple and have some pretty nice furniture, but by the time they 
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move two or three times that furniture looks like they have been 
through the war. The wives do not like it and I do not blame them. 

Mr. Hannan. I agree with you. One of the most frequent com- 
plaints is this matter of frequent moves. 

Mr. Scrivner. What are you doing about it? 

Mr. Hannan. A part of it is justifiable and unavoidable. As 
long as we have a large number of military personnel overseas, we 
are going to have fairly frequent moves. Another great contributing 
factor is the large turnover of personnel caused by the 2-year 
induction period and the low reenlistment rate. What are we doing 
about it? We have discussed it with the Assistant Secretaries and 
witb the G—1’s in the services and all the services are trying to stabi- 
lize tours of duty. 

Mr. Scrivner. Good. 

Mr. Hannan. And there is recognition we can make a good deal 
of progress, not only in improving morale but in saving money. 

Mr. Scrivner. Good. 

Mr. Hannan. We are going to get that job done to a degree. As 
long as almost half of our military men have to be out of the country, 
you cannot obviate that. 

Mr. Scrivner. We are in a different world than we were before 
World War I. When all the troops came home they were stationed 
around the United States in permanent installations. Apparently 
that is a thing of the past. Now we have scattered them throughout 
48 or 50 countries in the world. That does create a lot of problems. 

I am glad that you put the rapidity of change as the No. 1 gripe. 
I have been harping on it for a long time. 

That is what the men have been telling me. 

Mr. Hannan. In my opinion, that is No. 1, and the No. 2 is the 
housing business. 


OTHER REASONS FOR LEAVING SERVICE 


Mr. Scrivner. Let me ask you one more question. From your 
study, how many have you found are going out just because they do 
not like military service? 

Mr. Hannan. A sizable number. 

Mr. Scrivner. It is a pretty good number, is it not? 

Mr. Hannan. That is the main reason such a large percentage of 
men do not reenlist after the first tour of duty. 

Mr. Scrivner. In other words, we are not what is commonly called 
a military Nation. A lot of people just don’t like military service. 

Mr. Hannan. That is right, we are essentially a Nation of peace- 
loving people. 

Mr. Scrivner. How many tell you that the reason for getting out 
is because they can make more money on the outside? 

Mr. Hannan. A good many. 

Mr. Scrivner. We cannot compete on an equal basis with civilian 
employment. 

Mr. Hannan. That is right. 

Mr. Scrivner. So those are things that are cumulative, perhaps, 
a at least from what you have said they are not all the reasons 

at exist. 
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HOUSING 


Mr. Hannan. Let us go back to the housing business. If a man 
gets out of the service he can get a loan from the Federal Government 
to buy a house. If he stays in the service he cannot get it. That is 
one of the things the services would like changed. 

Mr. Scrivner. I was coming to that in view of your language. I 
am wondering if you are suggesting that we ought to buy every man 
in the service a house. 

Mr. Hannan. No. 

Mr. Scrivner. We could not do that very well because he is 
moving all the time. 

Mr. Hannan. But I would suggest that we give a man the same 
assistance in buying a house if he will reenlist as stay in the service 
as we would if he would get out. 

Mr. Scrivner. What good would that do if you keep shifting him? 

Mr. Hannan. A great deal. If they had a house, even if they 
rented it to someone else, they would have an anchor—some place 
to call their own. 

There would be some place they could go when they retire or leave 
oe service; a place for their family to stay when they are sent to 

orea. 

Mr. Scrivner. I know. Now, let us suppose that a man from Cali- 
fornia is going to be stationed in Kansas. He was born in California 
and he has lived there all his life. He naturally thinks that is the 
best place. I, having been raised in Kansas, do not agree. I think 
that Kansas is the best place to raise a family and live out your exist- 
ence but this man from California does not agree. Now, you say, 
“All right, we will give you money to buy a house.” He is in Kansas. 
He buys a house in Kansas. <A few months later he may be shifted 
to Florida. There he is. He has a house in Kansas on his hands. 
Now, what are you going to do? 

Mr. Hannan. I would not give him money to buy a house. I[ 
would do the same thing that is done for the veteran. I would make 
it possible for him to get a guaranteed loan, subject to all the checks 
that you have in the veterans’ housing program. In many instances, 
if there is no Wherry housing available, about the only way the family 
can find a decent house is to buy it. 

é Mr. Scrivner. I have not seen very many enlisted men buying 
ouses. 

Mr. Hannan. They say they do not because they cannot get a loan 
to buy a house. 

Mr. Scrivner. They are not going to be there long enough to pay 
on it. 

Mr. Hannan. It would not cost much to provide the opportunity 
for them. If they did not use it, at least it would eliminate one of the 
complaints. 

Mr. Scrivner. I will go along with you on some of this, particularly 
as some of these men become older perhaps some of the services could 
find some way of giving a man approaching retirement age a permanent 
assignment and a longer assignment, somewhere in the neighborhood 
of where they would like to retire, and work out a program. 

Now, the men in the service and the veterans coming out of the 
service, their problems are not the same, because when a man comes 
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out, whether he has been in 2 years or 4 years, he is usually going to the 

lace he intends to make his home. Tt is a readjustment program 

ecause he is coming out of military life and into civilian life. It is 
a method of making his adjustment and transition easier, which is 
the basic philosophy of the entire GI bill. That is not true of the 
man staying in the service because he does not have any readjustment 
to make from the military to civilian. He is still staying in the mili- 
tary. 


MEDICAL CARE FOR DEPENDENTS 


Mr. Hannan. There is another important point which is mentioned 
in the testimony and that is this matter of medical care for depend- 
ents. 

Mr. Scrivner. Well, you have two sides there, too. You are 
drafting doctors away from lucrative private practice and putting 
them into the military service. They would have no great objection, 
but they find that they are having to take care of dependents which 
they were doing at home, and care for no military so you have two 
angles to it. 

Mr. Hannan. I am not at all sure that we should go into the 
program of providing enough hospital and clinical facilities in military 
medical installations to take care of all the dependents of our military 
men. Possibly there is something we could do in the direction of 
providing some kind of a Blue Cross program, which might be less 
expensive and would be more effective. It is an important problem, 
and we should start toward solving it. 

Mr. Scrivner. Of the hundreds of thousands of men that I have 
talked to that have gone out of the military service, few of them 
complain about the lack of medical service for dependents. 

(Disussion off the record.) 


COMMISSARIES AND POST EXCHANGES 


Mr. Scrivner. With regard to the complaints that are raised 
about commissaries and post iran, jr a thorough study will show 


that some of the things that we have been called upon to do have been 
because of abuses of privileges which the departments themselves did 
not correct. We were called upon to correct a lot of those abuses. 
If the departments had taken the thing in hand after it had been 
called to their attention, we would probably have never been called 
upon to act at all. 

Mr. Hannan. We recognize that there have been some abuses. 
Language was inserted in the last appropriation bill that required 
that the Secretary certify the commissaries that would operate after 
the 31st of December 1953. 

Mr. Scrivner. That was not the whole thing. I am sure you are 
aware of some of the things that were done. We do not need to go 
into it here. 

Mr. Hannan. Some of the abuses have occured in the commissary 
in stores that we are keeping under surveillance. 

Mr. Scrivner. You say that many of these things can be corrected 
by the departments themselves, and I hope they will be. 
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ROTC GRADUATE PROBLEM 


In the discussion about the ROTC you did not mention one of the 
conditions that I think has brought a lot of this to pass; namely, that 
when the ROTC was set up after World War II it was not set up with 
the idea that selective service and ROTC were going to be in effect 
at the same time. ROTC was purely a peacetime program to provide 
us with a pool of Reserve officers in case of an all-out emergency. 

Mr. Hannan. And for the training of the Reserve officers. 

Mr. Scrivner. Korea was not an all-out emergency, yet carried 
the ROTC on along with selective service, but the ROTC program 
was never set up with that in mind. It has caused many compli- 
cations, and, from what would appear on the surface, some inequities 
and injustices and disappointments for some of these men. Perhaps 
we have set up too many schools with ROTC’s. 

Mr. Hannan. You can take out the “perhaps.’’ We do have too 
many ROTC units. We would like to cut down the number. The 
problem of cutting them back is difficult. 

Mr. Scrivner. I know it is. So certainly Congress is not to be 
blamed for that. 

Mr. Hannan. I am not blaming you. The worst of the ROTC 
problem will be behind us when we get through this year’s graduating 
class because the number of men who entered the junior year last 
year has been cut down. 

Mr. Scrivner. I hope that is right. 

As I have said earlier in connection with one of your statements 
when I interjected, one of the benefits that you were talking about 
was the voluntary retirement. I think the Congress was absolutely 
correct when they prohibited the voluntary retirement when the war 
in Korea started. 

Mr. Hannan, I agree with you. 

Mr. Scrivner. Now that the shooting war has stopped, the need 
for the prohibition is gone, so why continue it unless another shooting 
war comes along? Battle and war are the payoff for all the money 
Uncle Sam has invested in these military men. They have received 
their education, training, and experience at the cost of the taxpayers, 
and when a war comes along, for them to get out merely to enable 
them to get jobs with civilian industry paying them in many places 
from 3 to 5 or 10 times what they were getting in the service, that is 
not a fair shake for the American taxpayer. It was hard on indi- 
viduals, true, but there are two sides to that question. Congress was 
absolutely right in what it did. 


PERSONNEL CEILINGS 


Now we come to a point which should receive a great deal of atten- 
tion, and that is the matter of the situation where you can, with a little 
flexibility, control some of these matters of employees. I cannot see 
that a ceiling of 475,000 is any detriment. I cannot understand how. 
you reach that conclusion. 

Mr. Hannan. It has not been a detriment insofar as the total num- 
ber of people available to get the job done is concerned. 

Mr. Scrivner. You said that ceilings have the effect of stifling 
initiative to make economies. I do not see how it does. It should 
prove helpful rather than stifling. 
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Mr. Hannan. During the short time I have been in this job I have 
found ceilings to be stifling. 

Mr. Scrivner. How does it stifle? 

Mr. Hannan. Let us assume that we say to service X that it has a 
ceiling of so many people that will not be exceeded by the end of 
next month. In the thinking of the service, when the end of the 
month arrives, there is no reason to have any fewer than permitted 
by the ceiling. 

Mr. Scrivner. They just do not understand the meaning of 
“ceiling” then. 

Mr. Hannan. I am just telling you how they work. 

Mr. Scrivner. Perhaps we had better change the phraseology. 
Put it in language they can understand. I do not think it is true now 
from what I have seen of the methods used by the men out in the 
field. They are taking an entirely different attitude now, I think, 
than they have in the past, for which they are to be commended, and 
we have seen examples where they have done a tremendously good 
job. They have never referred to any ceilings. 

Mr. Hannan. I think the reason they are doing a good job is 
because we put it upon this basis—you have a job to do and we know 
you will get it done with the smallest number of people possible. 

The attitude has changed entirely. Maybe it would have come 
anyway; however, the important thing is that the attitude has 
changed in the services. They are all working at saving people. 

Mr. Scrivner. That to me does not carry out your thought that 
the ceilings are stifling. I do not see how they stifle. 

Mr. Hannan. I think that we are quibbling about words. As far 
as I am concerned, I can get better cooperation without the ceilings 
and do a better job. 

Mr. Scrivner. You have not sat on this side of the table as long 
as some of us. ‘There again, if the services themselves had done a 
better job we would never have been compelled to put on any ceilings. 
With the attitude that now prevails perhaps we can modify that 
somewhat. 

Talk to some of my colleagues who have been on this side of the table 
for a few years and you would come to the conclusion that we have 
had a little difficulty with some of these matters. 

Mr. Wiecieswortn. It has always been a problem. 


RESERVE PROGRAM 


Mr. Scrivner. And it will always be a problem. We are not too 
happy about the Reserve program. It is not working out the wa 
we would like it. We do not believe we are getting value received. 
It is a difficult thing to work out a program for training reservists in 
all these various communities where they have so many different 
things regarding the services concerned. 

When will we have this report on the recommendations of a Reserve 
program? 

Mr. Hannau. It is to be available for the White House by the 
first of April. That means that we have to finish in the Defense 
Department by the middle of March. 

Mr. Scrivner. That will be a little late to carry out the suggestion 
we made that you have some experienced Reserve officers in there to 
help make some recommendations. 
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Mr. Hannan. The program did not get under way until about the 
middle of January. 

Mr. Scrivner. With all due respect to the Regular service, if they 
have not met these problems in the home field, they cannot under- 
stand what some of the problems are that the reservists have to meet. 

Mr. Hannan. I received your suggestion in good grace because I 
can see good for another reason. I do pot want to see this program 
discredited before it is developed, and I already detect a little inclina- 
tion on the part of the Reserve Officers Association and some others to 
discredit it before it is completed. 

Mr. Scrivner. Do you not think their desire to have a part in it isa 
perfectly right and proper thing? 

Mr. Hannan. Yes; J] can understand their desire. 

Mr. Scrivner. Jt is their whole future that is concerned. It is the 
thing that they live with day in and day out. Nobody recognizes it 
better than you, I am sure. Jt has been ihe history of this Nation 
that when the chips are down we have always had to depend upon the 
Reserve and the civilian forces to come in and carry the brunt. 

Mr. Hannan. We will always have to depend upon the Reserve 
forces in any future war. 

Mr. Scrivner. That is true because we cannot afford a large 
standing Army. We should work out a good Reserve program that 
will give us more for our dollars. 


AFTERNOON SESSION 


Mr. WiaGtesworta. The committee will come to order. Mr. 
Miller has the witness. 


RESERVE PROGRAM 


Mr. Miuuer. Mr. Secretary, I will try not to go back over some 
of the things we have talked about too much, but | do want to direct 
your attention back to this Reserve problem. 

As I understand the situation, the new look so-called in our de- 
fense planning, as explained by the Secretaries and the Joint Chiefs 
of Staff, envisages a reduction in the size of our standing forces to be 
compensated for by several factors, including the new weapons and 
the added strength of our allies, but one of the fundamental elements 
is an emphasis on increasing our Reserve potential for more prompt 
use, and to make it possible to mobilize more quickly in the event of 
temporary or all-out need. 

I have not been able to find, however, just what the program en- 
visages in that respect. As 1 gathered from your testimony this 
morning, there is a commission or a board studying it and the matter 
is only affected in this budget by an increase of about $100 million. 
Just how that is to be used is problematical; is that correct? 

Mr. Hannan. That is right. The new program is in the process 
of development. This task force will have its work completed, we 
hope, and in the hands of the Defense Department by the middle of 
ye so that we can transmit it to the White House by the first of 
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Your supposition is correct. We feel that we must have a fully 
adequate and effective Reserve organization and program. There is 
a good deal of feeling that what we have is not good enough. 

r. Miuuer. I fear that is all too true, from what I hear and from 
what I have observed. 

As I recollect the testimony of the various representatives of the 
Departments who have been before us, even in the Navy as it is 
este constituted, there are about 44 percent Reserves in the active 
orce. Of course, it is very much higher in the other Departments. 
I think in the Air Force it runs up to something like 80 percent. 

It would seem that not only is the Reserve and civilian component 
program a very important thing from the standpoint of all-out 
mobilization, but it has tremendous importance right at the moment 
in carrying on our so-called Regular Establishment. 

Mr. Hannan. That is true. The percentages you used refer to 
officers only I assume. Now we have relatively small numbers of 
Reserve enlisted men on active duty. 

Mr. Miuuer. It seems to me that the time has come when we ve 
badly need a new look at the whole civilian component picture. te 
the thought of the importance of this situation shared by your Office? 
— feel that it is urgent. 

r. Hannan. If I understand your question, Mr. Miller, I would 
have to answer “‘Yes.”’ Certainly we recognize that in all the services, 
when they were built up at the beginning of the Korean conflict they 
were built up largely with reservists, particularly in the officer cate- 
gory. Of course, it is contemplated that a good many of these Reserve 
offcers are now going to stay on active duty for some time. 

Perhaps I have missed a part of the implication of your question. 

Mr. Mitter. Frankly, it was more or less of a rhetorical question. 
The point I wanted to stress was that this Reserve program not only 
ought to be taken up from a different point of view, in view of the 
probable prolonging of our cold-war situation, but also that it ought 
to be taken up because of the extreme importance it has in the overall 
defense picture. 

Yet for some reason or other year after year there is always some- 
thing that is going to be done in the near future but we have never 
gotten around to a really complete reorganization of our whole 
thinking in regard to the civilian components. 

I hope that the present high command in the Department of 
Defense will put that down as one of the urgent missions of the hour. 
More than half of your active forces are made up of reserves, and 
probably more than 90 percent of our total forces in the event of 
all-out mobilization will be reserves. It would seem to me that 
morale factors and career factors are of tremendous importance in 
that category as well as in the Regular Establishment. 

Mr. Hannan. I agree with you, sir. That is why I tried to indicate 
in this prepared statement that we have two problems that have first 

riority. 
7 N 9, is this matter of making military careers attractive so that an 
increasing number and percentage of our officers and enlisted men will 
stay in the services as a career. 

Second is a fully adequate and effective Reserve program. I include 
all the aspects of the Reserve program. 
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Mr. Miter. Of course I fully realize that the reason a satisfactory 
program has never come into being is not solely because people did 
not put their minds to it. It is a very difficult program to work out. 
I am sure that it will require the best of the thinking and energies of 
those who are responsible, to accomplish the mission. But the mission 
is so important it seems to me that every effort should be devoted 
along that line. 

INVOLUNTARY RELEASES 


Now, one thing that I mentioned earlier which still seems to me 
to be very vital is the fact that we are confronted not only with 
people who do not want to go into the service and who are going in 
unwillingly either through the draft or as volunteers to get into a 
particular service they prefer—and thus avoid some other—but on 
the other hand we have almost as many who come to our attention 
in the Congress, are people who want to serve, would like to have a 
military career, but for some reason or other there is a limitation 
so that they have to go out before they want to. There ought to 
be some middle ground, worked out whereby it is not necessary to 
release a competent trained officer or enlisted man who wants to 
stay in the service if he is of the proper age. 

et every day there are people in that category who are being 
released. program that is trying to build up on the one hand and 
forcing releases on the other is working at cross-purposes. 

Mr. Hannan. Well, I agree with you that certainly in the kind of 
situation we are in now we should not be discharging competent 
people who want to stay in the service. 

The only possible example I can think of is in connection with the 
reduction in the officer strength in the Air Force last year. Of course 
we have that one behind us. 

Instances like the one you mentioned this morning, of the officer 
who is being forced out should not be happening. You say, “What 
can Ido about it? Ishould not have to go te the Defense Department 
to have it corrected.” I agree with that. On the other hand, if you 
will give us the names and enough information so that we can go into 
it, we will review the entire matter. 

My objective and yours are the same, I am sure. 

Mr. Miuter. Yes, sir. I am glad to hear that. Not for this 
record, I will give you the details about 1 or 2 of these cases that I 
know about. 

RELEASE OF AIR FORCE OFFICERS 


I have this information from the legislative committee with regard 
to the Air Force, for instance: It appears that there are 200 officers 
of the Air Force, Reserve officers, who have been released who have 
nearly 20 years of service and are being released involuntarily. Now, 
of course, with the thousands of officers, 200 is not too large a number, 
but it would seem to me that every effort should be made to protect 
these individuals for the effect that it will have not only on their morale 
but on the morale of reservists in general who are naturally filled with 
certain foreboding when they hear of injustices that have been done. 

Mr. Hannan. | should say again that the policy 1 mentioned this 
morning of not discharging officers with more than 18 years of service, 
or requiring them to reenlist at a lower grade, is the understanding we 
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have with all the services. Officers with 18 years or more of service 
are to be kept on until they have 20 years service and then may retire. 
Mr. MILier. Pree. B that has not been carried out in the Air 
Force with respect to these 200 individuals that I have mentioned. 
Frankly, I think it ought to be looked into. 
Mr. Hannan. We will certainly look into it. 


POLICY OF DISPLACING TRAINED OFFICERS WITH ROTC GRADUATES 


Mr. Miuter. There is another point that I hope will be looked at 
again, if you have this “new look’”’ at the defense picture. It is a 
point I mentioned earlier. I would certainly urge a change in policy 
with respect to displacing trained officers who want to stay in the 
service merely to see to it that ROTC graduates put in 2 years of duty 
when they are not particularly needed. 

Our overall mobilization plan, if we have an all-out war, will require 
many more officers for the three Departments than there are likely 
to be Reserve officers available. At least, that was certainly the 
experience in the last war. I saw instances where we had to retreat 
from the requirement of having high-school graduates. We com- 
missioned young officers who were not high-school graduates. They 
got to saying “or equivalent” which is, of course, a very broad term. 

Now, for the overall defense in the event of an all-out mobilization 
we still will not have too many ROTC-trained young officers for the 
good of the country, but apparently because they cannot be absorbed 
right yl and given 2 years of active duty the policy is to cut down 
on them. 

My theory has always been that if a citizen offered himself and was 
subject to call in the service he was a volunteer, whether he was an 
officer or an enlisted man. If his category was not in demand and 
he was not called, that was not an evasion of service. It would seem 
to me that it is a dangerous thing because we happen to have a surplus 
of young men who have been trained in the fundamentals of officer 
capability, to cut down on the inflow just because we cannot absorb 
them all right now, particularly when there is such a need to bui!d 
up the active components in the Reserve and National Guard. 

Mr. Hannan. Well, I would like to answer your question in two 


arts. 
7 First of all the only problem that faces us now in absorbing ROTC 

raduates who are eligible for commissions is in the Army. The 
S cialen has been made to commission and call for 2 years of service 
all men who are going to be commissioned in the graduating season 
that is just ahead of us. To make that possible, there ‘s no intention 
or p'an to discharge any competent officers to make rcom for them. 
Instead of doing that we are increasing, if necessary, the authorized 
strergth for the Army for the end of 1955 by not to exceed 8,700. 

If the Army can persuade several thousand of these men to take 
their commissions in the Air Force and volunteer for flight training, 
that will reduce the problem that much. I can ease your fear that 
we are going to discharge experienced, competent officers who want 
to stay, to make room for an ROTC second lieutenant. 

Mr. Srxes. Will you yield at that point? 

Mr. Miter. Yes. 

Mr. Srxgs. If a man who has been trained for Army service in the 
ROTC should elect to take a commission in the Air Force and take 
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flight training, would he then be required to serve 3 years instead of 
the 2 years he had originally expected to serve? 

Mr. Hannan. Yes, 3 years. We are also requiring that of the 
airman who is commissioned and takes flight training, because of the 
length and the cost of the training. 

Mr. Sixes. That was my understanding. I want to be sure that 
the record is clear on it. 

Mr. Hannan. With reference to the 2 years of service for the Army 
ROTC graduates. Ordinarily, officers are eligible for promotion 
to first heutenant after 18 months of service. The young men that 
have made good records will be promoted from second lieutenant 
to first lieutenant after 18 months and will finish their 2 years of 
service. 

However, those young men who have not shown sufficient pro- 
ficiency to be selected by the Army for promotion are going to be dis- 
charged after 18 months of service. If they are not worthy of promo- 
tion, there is no reason to waste any more time with them. 

Mr. Miuuer. Excuse me, so that I can follow you. Will they be 
discharged outright, or placed on inactive duty? 

Mr. Hannan. They will go into the Reserve. They will have the 
prolonged Reserve obligation, like all other dischargees. 

Mr. Sikes. Will you yield at that point? 

Mr. Mixer. Yes. 

Mr. Sixes. I do not want to take all of your time, but I know that 
we both are quite interested in this matter. 

Does that not reward a man for a lack of interest, by not doing a 
good job he is required to serve 18 months instead of 24? 

Mr. Hannan. It could. However, having spent a litetime working 
with young Americans, I think the stigma of not being selected very 
much more than offsets that. Very few college graduates want to 
be marked as unworthy. I think if we handle that intelligently we 
do not need to worry too much about it. 


TRAINING 


In connection with the training I would like to answer the other 
part of your question. 

We have not decreased the input into advanced ROTC. The 
Army is putting in just as many men in the junior year. The men 
have been told: 

We are selecting you. We will keep you draft deferred. You can complete 
the college training. If when you graduate the policy continues to be that we 
are going to have to call for active duty all men that are commissioned, then we 
are going to commission only those that we have use for, and, of course, we are 
going to make the selection on the basis of quality. We will commission the 

st. In that case, you may find yourself getting a certificate of completion and 
having to serve 2 years as an enlisted man. When you have completed your ac- 
tive duty service and are discharged to the Reserves we will give you a second 
lieutenant’s commission. 

If the policy changes, and it is decided to commission and call for 
a very brief period of active duty or no period at all, of course they 
will all be commissioned and put in the Reserve. 

As I indicated this morning, considering the commitments that 
have been made and the assurances that have been given to selective 
service and the Congress that the college ROTC deferment was only 
a deferment and that ROTC graduates were going to have to serve 
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toa as the boys who were drafted, we felt we could not change the 
policy. 

I am not unsympathetic to the point you and Mr. Scrivner made 
this morning, but I just have an idea that if we did not require 2 years 
of service from all the men who are commissioned the letters of 
unhappiness you would receive would far exceed what you have had 
in recent months. 

Mr. Mituer. Of course I am not half as much worried about the 
letters of unhappiness as I am to see that we adopt a policy that will 
be for the ultimate best interests of our country. 

I cannot help but interject, though, that in view of the fact that 
at the moment there is a very strong need for building up an Active 
Reserve that would be ready to take the field months earlier than is 
the general plan of most of the Reserve outfits as of today, that could 
only be accomplished by exacting some periods of really intensive 
training; and that it would be a good idea, instead of putting young 
second lieutenants into service just to make them serve 2 years, where 
they are not particularly needed, if as an alternative they were put 
into Reserve units where they had to do a good deal of training in a 
5 or 6 year period. That we could use as a sort of club to build up 
Reserve units so that they would be something besides a paper 
designation. 

If you used those young men in that way, if they would not cooperate 
you could say, “Well, then, you will have to go in as an enlisted man 
for a couple of years.” 

It would provide help in building up active Reserve organizations 
that way. Instead of resisting active-duty training at inconvenient 
periods they would take it as a matter of course. 


ASSIGNMENT OF ROTC GRADUATES TO RESERVE PROGRAM 


Mr. Hannan. Of course that could be the answer. I do not know 
what this task force on Reserve matters is going to come up with. It 
seems to me that if this Reserve is going to be effective, it will actually 
have to be fully manned and in a high degree of readiness. With that 
kind of a Reserve, that sometime in the future ROTC graduates will 
be assigned for 5 or 6 years in a drill status to a Reserve unit, where 
they drill frequently and spend some time in camp each summer. 

I came to this job, as you know, as president of a land-grant uni- 
versity with a very large ROTC unit. Maybe I am a little sensitive 
on this issue, but the attitude that we have always taken was that it 
was perfectly sound to defer young men for an education; perfectly 
sound to defer them for ROTC training, making it always clear, 
however, that it was only a deferment and that in the end they were 
going to give more valuable service to the country with their educa- 
tion than they would have been able to give if they had come in prior 
to going to college. 

think when we get this new Reserve program—I hope it is a sound 
one or it will not be acceptable—that at least in the Army there are 
going to be a lot of people serving involuntarily in a drill status. 

Mr. Mituer. That is right. tee past experience it has developed, 


at least according to my observations, that one of the weaknesses we 
have had in the Reserve program in many cases has not been that the 
requirements were too severe, but that they were not severe enough 
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or were not sufficient to make individuals feel that they were profiting 
by their Reserve training. 

These young men you speak of, who are graduating from ROTC, or 
were in peacetime, would be assigned as attached to a Reserve regi- 
ment. I commanded a Reserve regiment for a good many years. We 
would get as many as 200 new ROTC graduates at one time. There 
was no place to put them, so they would be attached to the regiment. 

They would not be called out into the field, for training with the 
regiment, except for a very small percentage. Those young men felt 
that while they were in the Reserve it did not involve anything that 
was worth while, and they would drift away. 

If the ROTC graduate, when he gets his Reserve commission, 
realizes that in addition to that he is really in the Army, even though 
he may only work at it a few days a year, and that he has to meet his 
responsibilities just as definitely as if he were in full time, I believe it 
would be a great morale builder, instead of a detriment. You would 
certainly be able to rely on your Reserve forces for earlier action in 
the event of an emergency. 

I think the program should be given the most intensive study 
possible. 

DRAFT QUOTAS 


We are a little confused in this committee sometimes by getting 
different statements. As I say, I think it was on page 6 of your state- 
ment that you spoke of the expected draft quotas. General Hershey, 
testifying lane another subcommittee of this committee, recently 
said that the quota would be about 35,000 per month. 

Mr. Hannan. Mr. Miller, is there anything in here about the size 
of draft calls for the future? I think the only thing I said concerns 
the number that would be required to maintain a certain number in 
the Army, assuming we took in only 2-year men as compared to 4-year 
men. 

If you were going to have an Army of 1 million men composed of 
inductees, who serve only 2 years, it would take 55,000 new men each 
month. Or you could get by with 24,000 new men a month if the 
1-million-man Army consisted of men who served for 4 years. There 
was nothing in the statement that intended to indicate what the draft 
calls would be in future months. 

Actually, the Army plans to call 18,000 inductees per month for the 
balance of this fiscal year. During the next fiscal vear the size of the 
draft calls will depend on the reenlistment rate and the enlistment rate. 

Mr. Miter. I see. 

Mr. Hannan. If the enlistment rate remains about where it is now, 
the Army draft calls will be in the vicinity of 25,000 to 27,000 per 
month during the next fiscal year. 

Mr. OstertaG. This year? 

Mr. Hannan. In fiscal year 1955. 


TRANSFER OF FUNDS 


Mr. Miuuer. There is one other note I made. On page 16, I think 
it was, you indicate that lacking authority to transfer funds prevented 
economies. 

Mr. Hannan. I said that it could be expensive. I have no specific 
instances where it has been costly in the past. 
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This suggestion comes principally from the Air Force. They are 
making a determined effort to replace men in uniform overseas with 
indigenous personnel. 

Air Force officials foresee that unless they are given authority to 
transfer funds from one category to another they may not be able to 
operate as efficiently as they otherwise could. However, this is a 
matter that is within the province of the Comptroller. 

All I am ipterested in is that we do not find ourselves months from 
now unable to do the job as efficiently as possible because somebody 
says, “There is plenty of money but it is in the wrong fund.” 

Mr. Miter. I think I am safe in speaking for the whole committee. 
I certainly know so far as I am concerned the last thing in the world 
we want to do is to prevent economies when they can be accomplished 
without loss of service. I think if the situation develops where we 
have inadvertently prevented economies from being effected this 
committee would be very eager and quick to rectify that. 

Sometimes the Comptroller interprets things differently from what 
we anticipated. But I am confident that we do not want to have any 
technicalities costing us money. 

Mr. Hannan. I recognize, also, that you do not want to open the 
door so wide that abuses might result. 

Mr. Miuier. That is right. The restrictions that may come out of 
our bill are designed with one aim, which is to make it easier to econ- 
omize rather than more difficult. I am sure it is just a question of 
getting the wording right in most cases, 

Mr. Osrertag. Will you yield? 

Mr. Mitter. Yes. 

Mr. OstrertaG. On that same point, Dr. Hannah, what is standing 
in the way of making these adjustments? You have mentioned the 
Comptroller. Would that mean his interpretation of the law, as it 
relates to the ceiling or restrictions? 

Mr. Hannau. I think his understanding is that there is lack of 
authority to transfer funds in an appropriation act. You appropriate 
so many dollars for civilian nts military personnel, and for 
other purposes, and he must operate within that framework. 

Mr. Osrerraa. Is it not true that the limitations the Congress 
attempted to place on civilian personnel were intended for United 
States civilian personnel rather than indigenous personnel overseas? 

Mr. Hannan. It could well be. 

rs. OstrertaG. It has never been interpreted that way; is that 
right? 
eo Hannan. As I have indicated, I have no specific instance 
where I can say to you, “We could have saved money if we had been 
given the authority to transfer funds.” 

The Air Force is pretty certain that in the year ahead unless they 
are given this opportunity they may be prevented from being more 
efficient. 

PERSONNEL OVERSEAS 


Mr. Mitter. I think it might throw a little light on that to have 
a specific example. 

Last Septemb +r some of us were in Europe and found that the Air 
Force was continuing to employ indigenous personnel when the 
could do so at a savings, rather than using uniformed personnel, 
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which, incidentally, was what our committee had urged and wanted. 
On the other hand, at the same time the Army was dismissing civilians 
and requisitioning military personnel for the same purposes. 

As I understood the explanation, just hefore the fiscal year ended 
there was an interpretation as to the use of counterpart funds by the 
Comptroiler 01 somebody, and there was some question as to the 
language that was going to be in the bill we passed for this fiscal year. 
The Army assumed that it was going to be restrictive, and the Air 
Force assumed it was not. By September the bill had passed. 
Everything was in black and white, but still the Army was releasing 
civilians and hiring military at a gieate: expense, and the Air Force 
was following the other practice. 

It occuried to us that since they were both members of the same 
team the same policy ought to be followed out by both. 

I am sure this committee at least never wanted anything in the 
bill to discourage the use of indigenous personnel where it would 
reduce the need for Americans. In fact, our whole theory is that if 
you can get the work done for one-fifth or one-sixth of the cost that 
ye the economical way to do it and it is better public relations overseas, 
also. 

Mr. Hannan. And you require that many less men in uniform, 
who maybe do not want to be there. 

Mr. Miter. Yes. 

Mr. Hannan. I have nothing more to add, except what I said this 
morning with reference to this study of indigenous personnel overseas. 
We have a committee that has been working on it for some time, and 
I have hopes that we will soon develop a program for the wider use of 
indigenous personnel in all services. 

A part of the problem is that the notion has creeped into the thing 
that if you are using counterpart funds, you can be a little careless 
in the way you use those people. Counterpart funds should not be 
the excuse for hiring more foreign nationals than we actually need. 

Mr. Mitirr. That is true. Then there is a security problem and 
also the problem that certain personnel are really carrying on a dual 
function, in that they are trained military personnel on the scene 
and might quickly be converted for line duty even though they may 
be filling in the hours on something else. 

It is a hard problem, but I am sure it is a good opportunity to make 
some worth while savings. 

I would like to go off the record now. 

(Discussion off the record.) 

Mr. Mituier. Thank you, sir. 

Mr. Mr. Ostertag. 

Mr. Ostertac. Dr. Hannah, first of all I want to commend you 
and the Department of Defense for your realistic approach to this 
whole problem. 

I am confident we are all agreed that it is a very complex problem. 


OVERALL MANPOWER PROBLEMS 


On the basis of the ‘“‘new look” despite the fact that you are planning 
on a long-range basis during a tense period rather than one of war, 
the picture is confusing te me, at least; as it relates to what we actually 
bre and the difficulties involved in it. What I am getting at is this: 
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As I understand it, you plan a reduction of some 500,000 military men 
during the next 2 years. Is that figure correct? 

Mr. Hannan. Yes, approximately. It goes from about 3% million 
to about 3 million. 

Mr. OstertaG. What the relationship of selective service is to the 
potential military force is not clear to me because we seem to be 
considering here many facets of the problem. It is difficult for me 
to put them together. 

What I have in mind is the relationship of the Reserves, early retire- 
ments, the making room for new officers, the rate of reenlistments, 
and last but not least in importance, the substitution of indigenous 
personnel to one another in the development and maintenance of an 
effective Military Establishment. 

Can you in just a brief summary give me a comprehensive picture 
a what the difficulties are today and how you are planning to meet 
them? 

Mr. Hannan. In a few words? 

‘ Mr. OstrerraaG. I take it you have a plan and a program which is 
asic? 

Mr. Hannan. Yes. I am not sure I am going to add much to 
what you already know, Mr. Ostertag. 

First of all, we will look at the problem of each of the services. 

The Air Force is the one service that is going to have an increased 
strength. They are going up from 955,000 at the end of this year, 
which was less than they were authorized, to 970,000. Actually the 
Air Force, with the 970,000, is going to do a job that a year ago they 
said would require a minimum of about 1.2 million men. 

Mr. Osrertac. Is there a problem in achieving that objective, Dr. 
Hannah? 

Mr. Hannan. No, I think not. I think the Air Force is well on the 
way. They have made considerable progress. 

Mr. Ostertac. That will be achieved through voluntary enlist- 
ments? 

eee Hannan. They are planning on doing it entirely with voluntary 
enlistees. 

I think that the Air Force is going to have no particular problem. 

Now, the Navy and the Marine Corps are going to be reduced 
in strength somewhat. They hope to increase the effectiveness of 
ho gf Reserves. I think these two services have no particular prob- 
em. 

Mr. Ostertag. Manpowerwise there is no problem. Then it boils 
down to the fact that the serious problem is with the Army. 

Mr. Hannan. That is right. The Army is being reduced from 
about 1,400,000 to 1,164,000 during fiscal year 1955 and eventually 
to a lower strength. 

I am sure you recognize that the decision as to the long-range 
size of the Army, Navy, Air Force, and Marine Corps was not made 
in my office. That decision was made by the Joint Chiefs of Staff. 

Now, the Army has some serious manpower problems. I am sure 
that you have already gone over them with the Army. First of all, 
they ane the problem of maintaining effectiveness during the reducing 
period. 

Recognizing that if they are going to be in a position to meet an 
all-out war situation if and when it comes we have to have a different 
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kind of Reserve program than we have now—we have already talked 
a good deal about that, and I will not expand upon it. 
r. OstertTaG. Then the main problem does deal with the Reserve, 
if I understand you. 
Mr. Hannan. The Reserve problem is one of the two principal 
problems in the manpower field as I have mentioned previously. 


ARMY INDUCTEE REQUIREMENTS 


Mr. Ostrertac. What is the turnover in the Army? That is, what 
are the requirements each year for new men for selective service? 

Mr. Hannan. In fiscal year 1955, the Army estimates that it will! 
need about 297,000 inductees. In addition the Army intends to 
secure the remainder of their total need of about 455,000 enlisted 
gains from voluntary enlistments and reenlistments. 

Mr. OsrertaGc. That would be about 155,000; is that right? You 
will receive about 297,000 through the draft? 

Mr. Hannan. Yes. 

REENLISTMENTS 


Mr. Ostertrac. What are the rates of reenlistment? According 
to a recent newspaper report about 20 percent is the rate; is that 
correct? 

Mr. Hannan. Reenlistment rates are like enrollment figures. If 
any of you are college people you will know that you can get a set of 
enrollment figures to prove any point you want to make. 

When you deal with reenlistment figures you have to know exactly 
what you are talking about. In the Army we are getting about 10 
percent of the men whose service expired during the first five months 
of this fiscal year to reenlist. That includes the draftees and enlistees. 

I do not have the Army figure broken down to show the rate for 
men who have completed only one enlistment as compared to men 
who have completed more than one enlistment. I have the Navy 
figure, just to give you an idea of the differences between the reenlist- 
ment rates for men in those two categories. 

If you ask the Navy what the reenlistment figure is they say it is 
about 34 percent. Then you ask them what the reenlistment figure 
is for the men who have just finished their first enlistment, and it is 
about 7 percent. In other words, in the Navy, at the moment, about 
7 percent of the men finishing their first tour of duty are reenlisting, 
and about 85 percent of the men who have reenlisted once or have 
served 8 years or more are reenlisting. 

That is rather a confusing answer, but when you talk about reenlist- 
ment rates you have to explain it carefully. 

Mr. Hruska. In computing those rates in percentages of reenlist- 
ment do you compute them on the basis of all those who have finished 
their first tour, or just the ones who are eligible for reenlistment? 

Mr. Hannan. In that case the 7 percent is calculated on the basis 
of those finishing only their first tour. 

Mr. Hruska. All of them, even though some of them may not be 
eligible for reenlistment? 

r. Hannan. That is right. Those ineligible for reenlistment are 
also included. 

Mr. Hruska. It would make a difference if you used the other 
basis; would it not? 
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Mr. Hannan. Let me put this off the record. 

(Discussion off the record.) 

Mr. Osrertaa. In the general overall problem, Doctor, as it relates 
to military manpower despite the fact that there is an overall reduction 
of 500,000 planned within the next 2 years in military manpower, 
you do face a problem of meeting your requirements principally in 
the Army; is that correct? 

Mr. Hannan. Of course we could face a very serious problem in 
the other services if our enlistment and reenlistment rates decrease. 
We have been concerned as to what was going to happen with the end 
of the shooting in Korea. We do not know whether we are going to 
get the same percentage of young men to volunteer for a 4-year tour 
of duty in the Air Force and the Navy now that the fighting is over. 
Possibly more youngsters will say, “I will not take 4 years; I wi 
wait and take the 2 years when I am drafted.” 

Actually, so far there have been no significant changes in our 
enlistment rates since the end of the shooting. 

We will have to enlist about 500,000 men per year and draft the 
balance if we are going to get by without trouble between now and 
1960. 

You see, we have a period between now and 1960 when the number 
of young men reaching 18% is at a low ebb. If we can get 500,000 
voluntary enlistments a year we can draft the balance and have an 
adequate margin of safety in the manpower pool. If something 
happens to reduce the voluntary enlistments below 500,000 then we 
may have trouble. 


LEGISLATION RECOMMENDED FOR BENEFIT OF MILITARY PERSONNEL 


Mr. Osrertac. My attention was attracted to an Associated Press 
news article in yesterday’s New York Times—Sunday, February 14— 
with the heading, ‘‘ Pentagon Facing Manpower Crisis. Report Finds 
Enlistments Drop, Career Men Quit, and Morale Low.” 

It is based principally on the report, apparently of a special com- 
mittee of 2 admirals and 3 generals appointed by the Joint Chiefs of 
Staff to look into— 

Dissatisfaction among men in uniform— 
and it reports eight principal gripes. 

. Low pay compared with jobs of the same level in civilian life. 

. Separation from families when assigned to foreign duty. 

. Unrealistic retirement pay and difficulty in getting it. 

Lack of good housing for dependents. 

. Inadequate medical care for dependents. 

Slow promotion. 

Loss of many fringe benefits. 

. Dilution of military authority, a complaint advanced by officers. 

I interpret from the text of your statement, Dr. Hannah, that the 
Defense Department has made specific recommendations to the 
Congress for legislation which deals with this manpower question; 
that is, morale and the manpower and benefits. at, specifically, 
have you recommended along that line? ; 

Mr. Hannan. We can review some of the things we have talked 
about here today. 

First of all, we emphasize that many of these things that are pointed 
out by the Womble report are within the jurisdiction of the depart- 
ments. We are trying to take care of those. 
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The matter of housing for men with families and single people is 
something we expect to include in the program for capital improve- 
ments that will be sent to the Congress. We want to start a better 
housing program designed to cover a relatively long period of time. 

We would like to have the Congress give consideration to the possi- 
bility of extending the same kind of encouragement to the man in 
service who will reenlist that you now give to the veteran insofar as 
assistance in the acquisition of a home is concerned. I do not know 
to what degree it would be used, but it would answer one of the 
complaints. 

A program for medical care of dependents will be sent to the 
Congress. That program is being developed by the Assistant Secre- 
tary (Health and Medical). It has been coordinated with the services, 
and I understand it is now in the hands of the Bureau of the Budget. 
Again, whether you do it through military hospitals or through some 
kind of insurance program or some other device is something for the 
Congress to determine. 

As was indicated this morning, if you will take off the provision 
that discourages voluntary retirements of officers who want to retire, 
that would help some. 

There are several other items that I have not mentioned that are 
being sent over to the Congress. 

Mr. Osrertaa. In this same article it is implied that the report 
indicates that Congress is in large measure responsible for this condi- 
tion, or feeling. 

Mr. Hannan. That is what the report said. I did not see the 
article, but I saw something like it in one of the midwestern papers 
and I presume it was written by the same author. This article re- 
ferred to the Womble report. Let us keep the record straight, because 
the Womble committee was not appointed by the Joint Chiefs. It 
grew out of a letter written by General Bradley when he was Chairman 
of the Joint Chiefs to Secretary Wilson pointing out it was the unani- 
mous opinion of the then Joint Chiefs—they have all since been re- 

laced except one—that the No. 1 problem was the matter of increas- 
ing the number of officers and men who would make the military serv- 
ice acareer. The letter went to the Secretary and was discussed with 
the Armed Forces Policy Council. Since it was in the manpower 
field, it was then sent tome. After we thought it through and talked 
it over with the Assistant Secretaries and with the G—1’s in the services, 
it was decided we would set up a committee to study the problem. 
The Womble committee was established. 

It was composed of Admiral Womble, who heads up the Office of 
Personnel Policy in my office, and a representative of each of the 
services. I said earlier in the day that I thought it was the G—1s of 
each of the services, but I have been reminded that it was the G-1 
in the Army and the Marine Corps and the assistant to the G—1 in 
the Air Force and the Navy. The committee turned in a report and 
I sent it back with some questions and comments. They worked 
several more months to revise the report. The report spells out what 
needs to be done and specifically who can do it. 

Mr. Osrertaa. I was quoting from the newspaper rather than from 
the report. 

Mr. Hannan. Maybe it is unfair, and maybe we have not done a 
good job of dispelling the notion, but I think it is generally felt in 


312 


the services that the Congress is responsible for the whittling away 
of these fringe benefits—and I do not like to call them by that name— 
that have been considered by the military services as part of their 
compensation. 

Mr. Osrertaa. It is not quite clear to me what specifically the 
Defense Department recommends to the Congress in the matter of 
recommending or changing laws which deal with, let us say, the 
Career Compensation Act, restrictions on civilian personnel, medical 
penn og all the other matters that deal with our manpower and 
morale. 

Is there a legislative program which has been advanced to the 
Congress by the Department of Defense so that we will know specifi- 
cally where the Defense Department stands in relation to it? 

Mr. Hannan. It has come over in many pieces over a period of 
months. It has not been itemized as a total package. Some of 
them have come to the Congress. Some are still in the process of 
coordination in the homens Some are in the Bureau of the Budget 
for examination. The whole program is reduced to the items you 
see on this page [indicating]—equalization of benefits, the I. and E. 
program, nontemporary storage of household goods, foreign service 
pay, permanent integration in the Army, home loans for those on 
active duiy, substandard quarters, morale and welfare, war risk 
hazards, and so forth. 

Mr. Osrertac. If any major part of these recommendations that 
have been made, either by the Defense Department or the Joint 
Chiefs Committee were enacted into law, what effect would it have 
on the budget as proposed by the Defense Department? Would it 
require a substantial addition in the manner of supplemental funds? 

fr. Hannan. The 1 that would probably cost the most money im- 
mediately would be the 1 for more adequate medical care for depend- 
ents. It is now in the process of review by the budget. What it 
will cost will depend-upon how it is done. For example, one possi- 
bility is a program similar to Blue Cross. 

Mr. Miuier. Would there not be something on the credit side? 

Mr. Hannan. Yes. 

Mr. Miuuer. Are there not a great many services along that line 
being given? As I understand it, wherever medical facilities are 
available and there are dependents, a large part is being carried by the 
Medical Corps right now. 

Mr. Hannan. That is right. If the facilities are not fully required 
by the men in uniform then the facilities are available to the 
dependents. 

Mr. Minter. We would not have to spend quite as much in one way 
if we provide for it in another, would that not be so? 

Mr. Hannan. I think in general that is true. 

Of course, with regard to the housing business, the cost would 
depend to some extent on the time covered by the program. My 
concern is to start doing something and embarking upon a program 
so that over a period of years we are going to provide reasonably 
satisfactory housing for single and married service men. 

Mr. Scrivner, as I remember, raised a question this morning about 
housing for men in the early stages of training. If we intend to 
maintain a sizable armed force for an indefinite number of years, we are 
going to have a continuing need for training facilities, and we ought to 
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provide facilities that are reasonably decent because we are talking 
about a cross-section of young America. 

The point that Mr. Scrivner made was that he could very well 
understand why people do not want to reenlist after the treatment 
they have received in the early stages of their training. Well, maybe 
part of it is due to that, but maybe a part of the reason for low 
reenlistment rates is due to a lack of adequate housing and morale 
facilities. 

In general, Mr. Ostertag, taken in relation to the total budget of 
the Department of Defense, if you do all of these things it would be 
a very small part of the total. 


INCREASED REENLISTMENT INDUCEMENT 


Mr. OsrertaG. On page 7 of your statement you make reference 
to the value of benefits to those who are separated from the service 
as having no relationship to reenlistments. 

While I do not think any of us are of the mind that we have been too 
liberal in providing benefits for our servicemen when they leave the 
service, the implication is there that we have made it too attractive 
for them to leave the service and therefore impairing the rate of re- 
enlistment. Is there something that could be done which would 
adjust that? I do not mean to take benefits away from those that 
leave the service, but perhaps make a greater contribution, or benefits 
available, to those who stay in the service. In other words, some of 
the prevailirg benefits might well be made available to them if they 
remain in service. 

Mr. Hannan. First of all, no one is critical of the treatment given 
the veterans. 

Mr. OstertaG. We are all agreed on that. 

Mr. Hannan. This is pointed out only for the purpose of calling to 
the attention of the Congress—and every time I make a speech I 
emphasize it—that the turnover is very expensive. It costs about 
$3,200 te basically train the Army infantryman. If we could get the 
man to reenlist and give us another 2 years, or 3 years of service, you 
immediately eliminate the cost of that training. In addition, you will 
have him available for service in the months when he would otherwise 
be in training. 

To train a man in a skill after the basic course is finished requires 
a longer and more expensive training period. For example, the cost 
of training a jet pilot runs up to $70,000. 

The Air Force feels that they could increase reenlistments by an 
increased reenlistment bonus. a there is some merit to that. 

I would like to have Congress do some of these things that will 
answer some of the complaints of the men in service by saying, “‘All 
right, we will make it possible for you to buy your house if you will 
reenlist. We are not going to argue too much about the continuance 
of commissaries if they are not abused. We are going to be concerned 
with the matter of educational facilities and medical care for your 
children and some of these other things, if you will stay in the service.” 
I could spell out 5 or 6 other things you could do along this line: 

Mr. Ostrerraa. I realize that. 

Mr. Hannan. If there is an indication, as I am sure there is, on the 
part of the Congress and the committee that you are interested, that 
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ou want these people to stay in the service, and you want them to 
now that they are appreciated, then it is up to us to help you sell 
that idea. 

Mr. Ostertac. What I wanted to know was whether you had some- 
thing in mind where the Government of the United States should and 
could overcome the apparent difficulty which is reflected in your 
statement. You point out that the benefits to a man leaving the 
service can be as much as $5,000 and that the $40 to $360 reenlistment 
bonus is not very large in comparison. There is a natural separation 
there which attracts them in the wrong direction. If there is an 
answer, I think we ought to try to put our fingers on it. 

Mr. Hannan. That is right. We think so. Some of these programs 
have already come over to Mr. Short’s committee, and more will. 


INDIGENOUS PERSONNEL 


Mr. Osrertaa. I have just one more question which relates to the 
indigenous personnel. 

On page 18 you refer to project “Native Son” and the fact that the 
Air Force has already replaced about 31,000 people through this 
program, and they estimate 43,000 will be the end goal. 

Do you have any estimate as to what that would amount to in 
the other services? 

Mr. Hannan. No. 

Mr. Osrertaa. In other words, the Air Force is the only service 
that has carried on such a project? 

Mr. Hannan. They have done more along this line than the other 
services. 

Mr. OsrertaG. But there are projects underway now. 

Mr. Hannan. Emphasis is being given to the possibility ot greater 
use of foreign nationals in the other services. “< 

Mr. Osrertaa. For budget purposes, is it not necessary for the 
Defense Department~to have some facts and figures as to what is 
going to happen in the matter of the employment of indigenous 
personnel in lieu of military personnel because there is quite a sharp 
difference in cost? 

Mr. Hannan. That is right. 

Mr. Ostertaa. Does the budget show what your program will be 
in the matter of employment of indigenous personnel during the 
fiscal year 1955? 

Mr. Hannan. The only thing that I can say firmly is that the 
Air Force are pretty certain they can replace 43,000 men in uniform 
with indigenous personnel. In the Army we can do something 
beyond what we are doing, but I have no firm figure to submit. 

Mr. Ostrertac. The Defense Department is working in that 
direction? 

Mr. Hannan. Yes. 

Mr. Osterraa. Are we to understand that as conditions or cir- 
cumstances develop where it can be done, it will be done during the 
course of the next year? 

Mr. Hannan. In the course of the next few months. This is on 
my priority list as one of the things we will concentrate on during 
the next few weeks. 


315 


EFFECT OF RECOMMENDATIONS ON BUDGET 


Mr. Hruska. A minute ago you indicated in response to Mr. 
Ostertag’s question that if you did all these things with reference to 
the recommendations—you to make your report or the Womble 
committee report—it would not have a big impact on the budget. 

Which things did you refer to, the things in your report as recom- 
mended, or the ones in the Womble report? 

Mr. Hannan. The things in my report grew out of the Womble 
report. 

Mr. Hruska. Your list is not all inclusive? 

Mr. Hannan. No. There are some things in the Womble report 
T accept with reservations. 

Mr. Hruska. In answering that question, it would affect only a 
small part of the budget or a relatively small part of the budget, did 
you have in mind just the things that you recommended in your 
report—housing, medical care, and so forth? 

Mr. Hannah. I am talking about the recommendations that will 
come over from the Department of Defense. 

Mr. Hruska. Do you include in that, for example, a modification 
of pay itself, the base pay? 

r. Hannau. That is not included. 

Mr. Hruska. I think the record should be clear on that. Ob- 
viously, if that were included it would be very substantial; is not 
that true? 

Mr. Hannan. That is right. 

Since you bring up the matter of pay, of course our feeling was 
that if consideration is going to be given to an increase in compensa- 
tion for civilian employees of the Government, then military personnel 
should likewise be given consideration. We have no program for 
submitting a recommendation for changes in the pay schedules of 
service personnel unless some other agency ef the Government submits 
a proposal. 

REDUCTION IN CIVILIAN PERSONNEL 


Mr. Hruska. On the score of civilian employees here in this country 
as referred to on page 1 of your statement, there is a reduction of the 
one-hundred-and-fifty-thousand-odd persons in the first 11 months of 
1953. When did that reduction in civilian employees start? 

Mr. Hannan. Well, I suppose that the previous administration 
had something to do with it. We were sworn in on the 11th of 
February, and we immediately started to try to make the best pos- 
sible utilization of the men on the payroll, both civilians and the men 
in uniform. We took the civilian employment figure at the end of 
January 1953 as a starting point, because that was just prior to the 
time the present administration in the Pentagon took over. 

In the next 11 months a reduction of 150,357 was made, and I have 
here an estimate of the January reduction, which is 4,249. So in the 
12 months, from January 31, 1953, to January 31, 1954, the reduction 
is 154,606. 

Mr. Hruska. What impact did the Korean truce have on that 
program ? 

Mr. Hannan. It undoubtedly had some. However, I suppose to 
answer your question accurately we would have to check our figures 
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to see what the change was between January 31 and the date of the 
arg truce and since. I think it is fair to say it was not a major 
actor. 

Mr. Hruska. As a matter of fact, you were proceeding for some 
months in making substantial reductions before the truce came along; 
is that not true? 

Mr. Hannan. That is right. We intend to continue to move in 
that direction. 

Mr. Hruska. And not one of the important substantial factors in 
reduction of 154,000 in the first 12 months’ period as you suggested, 
wound be the signing of the Korean truce; would that be a fair state- 
ment! 

Mr. Hannan. I think that is right. What we did was done with- 
out a lot of fanfare. We did not replace people as they resigned and 
we reassigned work to the people remaining and the services exercised 
a otc deal of ingenuity and initiative to get the job done with fewer 

eople. 

I think that all the military services can be given a good deal of 
commendation for the progress they have made. 

Mr. Hruska. Would you have the figures for the first 6 months? 

Mr. Hannan. We can get them. 

Mr. Hruska. I think it would be good if we could have them 
inserted in the record at this point. 

(The information requested is as follows:) 

On January 31, 1953 the Department of Defense employed 1,329,795 civilians, 
Six months later on July 31, 1953, the number of employees had been reduced by 
82,590 to 1,247,205. 


STUDY OF OVERSEAS CIVILIAN EMPLOYMENT 


Mr. Wiae.ieswortu. Mr. Secretary, I have in my hand a table 
called “United States Government employment in foreign countries 
as of November 30, 1953, summary of all agencies.” 

It reflects a total of all agencies outside the Defense Department of 
9,917 and 20,275 for the Department of Defensa, or a total of 39,192 
Americans, which, when added to 74,514 local persons gives an overall 
total of 104,706 over and above such military personnel as may be 
serving in other countries. 

I wonder if you have conducted any kind of survey of those 20,275 
civilian personnel employed under the Department of Defense in other 
countries, 

Mr. Hannan. The answer is no. We have asked a good many 
uestions. We have picked out individual countries and said, ‘Wh 
o we have that number of people and what are they doing?” We 

have a study being made with reference to the utilization of marines 
as guards at embassies and of military attachés. As a result, some 
manpower savings are being made. I cannot honestly say that we 
have done a completely thorough job of studying our overseas civilian 
employment, either of United States nationals or foreign nationals. 
That is going to be done. 

Mr. Wiaa.iesworrn. It should be possible to do that in the 
course of the next fiscal vear? 

Mr. Hannan. In the next few weeks we are going to get at it. 
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REDUCTION IN CIVILIAN PERSONNEL 


Mr. Suepparp. I know this has been a long and tedious day so I 
will do my utmost to be as brief as possible. 

I am going to be repetitious for a moment. 

The last sentence on page 1 in your statement you say: 

On December 31, 1953, just 11 months later, civilian employment had been 
reduced by 150,357 persons, principally by not filling vacancies as they occurred 
and reassigning the work to those remaining on the job. 

That the three military departments have done a highly commendable job of 
effecting economies in the use of civilians is demonstrated by the fact that within 
the same 11l-month period, the reduction in the number of civilians employed in 
all Federal departments and agencies amounted to 199,69). Thus, the Depart- 
ment of Defense reduction of 150,357 represents about 75 percent of the total 
reduction throughout the Government. 

That statement would lead me to believe that you obviously have 
reports, or some basis of analysis, of the total other agency dismissals 
in order to make a statement of that kind, is that true? 

Mr. Hannan. That is true; we have Civil Service Commission em- 
ployment figures. 

Mr. SuHepparp. It is definitely indicated here that you have infor- 
mation to the effect that 75 percent of the total reductions in all 
Government operations has been vested in the military operations, 
civilianwise. 

Mr. Hannan. We are proud of the fact that of the reduction in 
civilian employees we have made about three-quarters of the reduc- 
tions, and without any fanfare. 

Mr. Suepparp. As | understand it, your office has the responsibility 
of personnel, civilian and military, and the responsibility for making 
recommendations to see that the most efficient operation is obtainable. 
That in general is true, is it not? 

Mr. Hannan. Yes. 

Mr. SHepparp. How close are you to the actual cause of removal 
of these people? 

Mr. Hannan. As you know, Mr. Sheppard, I rely pretty largely 
upon the reports that come to me. I do not actually get out and 
study what happens in every individual operation. 


SECURITY RISK DISMISSALS 


Mr. Suerparp. What I am directing my inquiry to is the question 
that I propounded to the Secretary of Defense when he was before 
this committee, and it is now obvious to me, that he would have to 
come to your organization to get the information that I requested. 

Are you prepared at this time to tell me how many out of the total 
of 150,357 dismissals were removed because of a security-risk basis? 

Mr. Hannan. No, sir. 

Mr. SHerparp. Why not? 

Mr. Hannan. Your question has been raised in recent weeks and 
we are in the process of getting that information, We have the 
information only for the people whose cases were forwarded to Wash- 
ington for handling. 

r. SHEPPARD. From your statement I assume that you have not 
been called upon, and had you been called upon, you have not fur- 
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nished information on the category to which I directed my question 
because of your inability to supply the information? 

Mr. Hannan. | will answer the question this way: According to 
the records forwarded to Washington, there were separated in the 
calendar year 1953, 118 persons as security risks. We are in the 
process now of sending out to the field to get complete information 
from the military services, but there are 737 different places we have 
to go to in the Navy, 300 in the Army, and 253 in the Air Force, or 
about 1,300 different places where we have to get this information, 
and it is going to be some weeks before we have it. 

Mr. Suepparp. I think that is obvious. 

Out of the 118 that you are familiar with can you give this com- 
mittee the information as to those who have been removed because of 
their communistic inclinations, memberships in the Communist 
Party, and so forth? 

Mr. Hannan. I do not know. 

Mr. Suerrarp. How many names have you turned over to the 
Department of Justice where you had knowledge of them? 

Mr. Hannan. I would have to get that figure. I do not have it. 
That information is obtainable. 

Mr. Suepparp. Will you insert in the record those that fall into the 
category that I have just referred to? 

Mr. Hannan. Yes. 

(The information requested is as follows:) 

A review of the 118 cases heretofore mentioned reflects that 111 were cases in 
which the person involved had communistie inclinations, or membership in the 
Communist Party, or affiliation or sympathetic association with communistic 
organizations or persons. 

Regarding the question as to how many names have been turned over to the 
Department of Justice—in all cases in which derogatory information is developed 
indicating activities in connection with espionage, counterespionage, subversion, 
or sabotage, the matter is immediately referred to the Federal Bureau of Investi- 

ation. 

, If, however, the question was intended to determine how many cases this 
Department has turned over to the Department of Justice for prosecution—the 
answer would be ‘‘none’”’ for the reason that in many instances the derogatory 
information emanates originally from the Federal Bureau of Investigation. When 
such information is brought to light by the investigative agencies of the Depart- 
ment of Defense, it is referred to the Federal Bureau of Investigation, as indicated 
above. Therefore, in every case the information is in the possession of the Depart- 
ment of Justice, and if there is a violation of any Federal law, the determination 
as to whether or not there will be a prosecution rests with the Attorney General. 

Mr. Hannan. With regard to the 118, there are some still in the 
process of being appealed. 

Mr. Suepparpd. That would not change the result. An appeal 
would take care of itself whether good, bad, or indifferent. 

Mr. Hannan. That is right. 

Mr. Suepparp. I do not want you to misconstrue the question 
because your entire statement has dese very educational. I want to 
commend you for the way that you have responded to the interroga- 
tions of the other members of the committee, and I know that you are 
pr er! possible effort to do a good job. I would not enjoy 
your job. I think mine is a lot easier. 

Mr. Hannan. I do not envy myself. I wonder sometimes why I 
am not back at Michigan State College. 

Mr. Sueprarp. I compliment you on the manner in which you 
have made your presentation. 
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CIVILIAN PERSONNEL 


Mr. Srxzs. I would like to have the civilian personnel figures for 
the Department of Defense as of June 30, 1953. 

Colonel GopBotp. 1,221,686 employed on military functions. This 
number includes 17,324 Ryukyuans who are not reported as ‘‘em- 
ployees’’ to the Civil Service Commission. 

Mr. Sixes. The number for December 31, 1953. 

Colonel 1,146,892 including Ryukyuans. 

Mr. Sixes. Give me the number of civilian employees you anticipate 
for the Department of Defense as of June 30, 1954. 

Colonel GopBo.p. 1,154,809. 

Mr. Sixes. Is the increase in the category of the native son project? 
There was an increase there. 

Colonel Govpo.ip. There was an increase. Predominantly the 
increase is for the Air Force. Possibly some of the civilian employees 
in the native son project will be included in the increase. 

Mr. Hannan. The question that the Congressman had in mind was 
the increase in foreign nationals, and are they reflected in this figure 
or not. 

Colonel Gopsotp. Part of the Air Force increase will include 
loemaners It is possible the Air Force could supply a more precise 

rure. 

Mr. Mutter. Those figures all apply to American citizens, do they 
not? The Foreign Service personnel in the figure are American 
citizens in Foreign Service. 

Colonel GopBotp. No, sir. These figures include some foreigners. 
Of the total DOD civilian employment of 1,179,438 on December 31, 
1953, as reported to the Civil Service Commission, there are about 
60,603 noncitizens. 

Mr. Sixes. In the Air Force, then, there will be a slight increase in 
the number of civilian personnel employed; is that true? 

General ANpERSON. Yes. 

Mr. Sixes. And a reduction in the other services? 

Will you supply for the record a similar set of figures for each of 
the military services? 

(The information requested is as follows:) 


Civilian employees (military functions) 


Actual Estimated 


June 30, 1953 | Dee. 31, 1953 | June 30, 1954 | June 30, 1955 


i 472, 249 1 429, 230 426, 957 423, 892 
2(13, 518) 2(10, 884) 2(13, 300) 2(11, 500) 
445, 938 1 425, 825 425, 577 415, 705 
re 301, 73: 1 290, 228 300, 664 322) 472 

2(3, 806) (3, 813) | 2(4, 345) 2(4, 345) 


Preliminary. 
2 Ryukyuans included in total figures. , 


Mr. Sixes. Will you give me the number of civilian personnel, 
servicewide, for each of the military services that you propose to have 
at the end of the fiscal year 1955? 


43960—54——-21 
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Colonel Gopro.ip. The Army, 423,892; the Navy, 415,705; the Air 
Force, 322,472; and the Office of Secretary of Defense, 1,652. All of 
these are civilian employees (military functions) and include the 
Ryukyuans. The latter are not included in the official Civil Service 
Commission reports of civilian employees. 


EFFECT OF PROJECT NATIVE SON ON NUMBER OF AMERICAN CIVILIAN 
PERSONNEL 


Mr. Srxes. Will project native son have any effect upon the number 
of American civilian employees? 

Mr. Hannan. It could, but at the present time there is no plan for 
displacing American civilians overseas with foreign nationals unless 
there is an American that comes home on his own volition. 

Mr. Srxes. Indirectly, is there an effect by virtue of the fact that 
more military personnel are released for other duties? 

Mr. Hannan. The object is not to replace civilians with military, 
either overseas or at home. 

Mr. Sixes. It is logical, is it not, that if there is a job which is 
done by foreign or indigenous personnel, that is a job that would not 
be filled by an American citizen; does that not follow? 

Mr. Hannan. I would say that obviously, if you have only one 
job, and if the foreign national is doing it, the American is not going 
to be doing it. Let me also say that we have no plan to hire foreign 
nationals and thereby displace American citizens. 

Mr. Sikes. But you are employing additional foreign nationals in 
order to utilize fewer military personnel overseas for the same job. 

Mr. Hannan. To save money. 

Mr. Srkes. Then it seems to me that it would be sleight-of-hand 
to say when you employ foreign nationals you are employing them 
for jobs that would not otherwise be filled by an American. 

Mr. Hannan. Mr, Sikes, the objective is to get this job done at 
low cost. 

Mr. Stxes. I understand. I realize that is what will happen. 

You are going to get the job done for a lot less money, but it is a 
job that Americans could be useful on. 

Mr. Hannan. But not at a lower cost. It will cost us more to 
have an American civilian doing the job in Japan than a Japanese. 

Mr. Sixes. I know that. I am just establishing the fact that an 
American could be used to do the job. 

Mr. Hannan. That is right, but it would be at a higher cost than 
for a man in uniform. 

Mr. Sikes. Suppose that unemployment figures continue to mount 
in this country, and that seems to be a possibility, what is going to 
be your attitude then about employing foreign nationals rather than 
Americans? 

Mr. Hannan. Of course, it would be conjecture to say what the 
policy would be. If the situation remains as it is now, we will move 
in the direction of replacing military personnel with foreign nationals 
to save money. If we are going to embark upon a program where we 
are going to replace the foreign national with the American at a 
great increase, we would have to come back to the Congress for the 
money and you would participate in the decision. 
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Mr. Sixes. I am asking you now for your recommendation and for 
the recommendation of the Department of Defense on this matter. 

Mr. Hannan. I frankly do not know because the matter of policy 
has not been discussed, and it would be settled in consultation with the 
Secretary. 

REDUCTION IN WORKWEEK HOURS 


Mr. Sixes. At some of the bases in the Zone of the Interior where 
cuts are being made in civilian personnel, a request has come from 
organizations representing the civilian personnel that the workweek be 
reduced to 35 hours rather than the present 40 hours in order to stop 
the layoffs. The men in the employee organizations have decided 
that they would rather share a cut in hours than to have a number of 
civilian employees dropped from the payrolls, particularly in view of 
the fact that there is a lack of other jobs for people to turn to. Has 
the Department of Defense given any thought to that? 

Mr. Hannan. No careful consideration has been given but I am 
sure that our decision would be to comply with what the practice is 
on the part of civilian employers in the area. If the civilian employers 
are going to reduce the workweek from 40 to 35 hours, we would 
probably do the same thing. I do not think it is a decision that we 
can make unilaterally because it we decide to go to 35 hours a week 
when the civilian employers of the same kind of people stay at 40 
hours a week, our good people would be unhappy and be inclined to 
gravitate to other employment. We want to keep our good people. 


SUBMISSION OF PROGRAM TO MAKE SERVICE MORE ATTRACTIVE 


Mr. Srkes. Has the Department of Defense a program to submit 
to the Congress to make military service more attractive to people 
who are now in uniform, or who may be in uniform? 

Mr. Hannan. Yes. 

Mr. Stxes. Has that program been sent to the Congress for action? 

Mr. Hannan. In a single package, no. Part of it has been sub- 
mitted to the Armed Services Committee and part of it is in course of 
preparation. 

Mr. Stxes. Then it is proposed to actually make recommendations 
to the legislative committee on the charges that the Department of 
Defense believes should be enacted? 

Mr. Hannan. Yes. 

Mr. Sixes. In any case, it would not come to this committee, but 
it would go to the legislative committee? 

Mr. Hannan. Yes, to the Armed Services Committee. 


CHANGE IN TRAINING PROCEDURE 


Mr. Stxes. How have you increased the percentage of men in 
combat units? Let me tell you in the beginning that is something 
I think everybody in the committee is interested in and wants to see 
done. We want something more than a simple change in the 
roster permitting you to say, ‘This man is now in a combat unit’’. 
What have you done in training and duty requirements to make an 
effective increase? 
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- Mr. Hannan. Well, one of the immediate instances is the one I 
mentioned earlier. In the Army where a reduction in the time spent 
in the recruit training centers is being made. 

pak: Sena You mean the cut in basic training from 16 weeks to 8 
weeks? 

Mr. Hannan. And completing the other 8 weeks of training in an 
active unit. 

Mr. Sixes. That disturbed me when I heard what you said about 
it because I think the training program we have had for our military 
personnel has been one of the most realistic and productive training 
programs ever devised for soldiers. 

Now, when you tell me a part of our people are going to have 8 
weeks of training before they are sent to a unit, it seems to me that 
you are going to send them there about half-trained. They are not 
going to have their training completed and they will not be ready to 
fit into a unit. 

There is still much about soldiering that will not be known by them. 
They will have to learn their job after they get on the job. In peace- 
time maybe we can get by with that, but I am afraid we are further 
weakening our military strength by doing it. 

Mr. Hannan. Actually, the men are being sent to units in this 
country that are in the process of continually training. This change 
in training procedure was developed by the Army in response to our 
request that they try to do this job as efficiently as they could. 

r. Stxes. I do not know what the Army’s full explanation is, 
but I doubt seriously that any soldier will tell us he thinks that is an 
improvement in training. They may tell us that they did that under 
the pressure of economy, but I question that they will tell us it is an 
improvement in training technique. 

ir. Hannan. At the time it was done there was not the degree of 
pressure to reduce manpower that there is now. 

Mr. Srxes. When was it done? 

Mr. Hannan. That was done early last fall. 

Mr. Srxes. Oh, yes. They were under pressure then. We were 
under a considerably reduced budget at that time. 

Mr. Miuuer. I understand a trainee under this program goes to a 
unit in the field 8 weeks earlier than he would have under the former 
system. 

Mr. Hannan. Part of them do. 

Mr. Mituirr. Now, do they go into the unit, or do they go there 
to get the same training that they previously got at a training camp? 

Mr. Hannan. I would like to check with the Army to be sure we 
give you the right answer. 

(The information requested is as follows:) 


These trainees receive the same training in the unit that they would have 
received had they remained at the training center for the full 16 weeks. 


INCREASED STRENGTH IN COMBAT UNITS 


Mr. Sixes. What other steps have you taken to increase the per- 
centage of men in combat units? Supply the information. 


(The information requested is as follows:) 


I have previously given to you some indications of what is being done by the 
services to increase combat effectiveness within their authorized strengths. 
Following are a few additional examples of actions by the services: 
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ARMY 


The Army will have additional combat units in Europe which will be absorbed 
within the personnel ceiling authorized at the end of fiscal year 1954. It is 
anticipated that 76.6 percent ot the total programed reduction of military per- 
sonnel will be made in the following areas: Command and management, training, 
medical support and in station complements. 

The reduction of troop strength in the Far East will result in a reduction in 
support. From past experience it is estimated that 14,000 man-years can be 
saved. 

NAVY 


The Navy issued regulations requiring all commanders of navat activities 
to review their personnel allowarces. This was followed up by a directive from 
the Office of the Secretary of the Navy to submit adequacy of allowance reports. 
This directive continues to show good results. For example, the Navy has found 
the training of recruits can be accomplished with less overhead. In fiscal vear 
1953, the Navy had 24,800 men in overhead for a training load of 61,300 recruits; 
in fiscal year 1954 overhead was reduced to 22,600 for a load of 69,700 recruits, 
and in fiscal year 1955, it is planned that overhead requirements can be reduced to 
20,600 to take care of a training load of 65,000 recruits. 


MARINE CORPS 


In the Marine Corps, the overall strength is being reduced from 225,021 at end of 
fiscal year 1954 to 215,005 by end of fiseal year 1955, for a saving of 10,000 billets. 
But despite the overall reduction in strength, the Marine Corps will activate ap- 
proximately 11 units—artillery, guided missiles, tank, etc., requiring about 3,900 
men. In addition, the air wings will have an increase in manning of about 1,850 
men. The forces aboard ship and in security are strengthened by some 900. All 
of the cited improvements, totaling some 6,500 billets, are in the operating forces. 


AIR FORCE 


Since last June, action has been taken to reduce military personnel in adminis- 
trative and support functions by some 33,000 with a further decrease of about 
12,000 planned by the end of fiscal year 1955. For example, some of the functions 
that have received reduced personnel authorization, with the savings accounted 
for, are: 


Headquarters above wings reduced 
Food service 

Air police 

Motor vehicle 


Installation and base supply 
Students (permanent change of station) 

These and other reductions accomplished can be diverted to fulfill the military 
requirements generated by the addition of combat wings to the force structure. 
As a matter of history, reductions made in support areas have already contributed 
to a planned increase in the combat forces from 106 last June to 115 wings by the 
end of June this year. 


HOUSING 


Mr. Srxzs. I have been following with interest your talk about 
housing for soldiers. I agree that is a field where we certainly need 
to make improvements. 

You are very familiar with the fact that soldiers are not now per- 
mitted to buy FHA homes. Do you have any other suggestions other 
than to recommend more Wherry housing? 

Mr. Hannan. The Assistant Secretary in charge of installations is 
in the process of coordinating an overall housing program for the 
Armed Forces. Whether there is more in it than that, I cannot tell 
you exactly. I understand more Wherry housing is involved. We 
are recommending that you extend the same assistance through FHA 
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to men who reenlist and stay in the service as you do to those who get 
out. 

Mr. Sixes. It appears to me that is a field that you should explore 
most carefully. There are a lot of disadvantages about Wherry 
housing which simply do not endear the program to me. FHA 
housing in existing communities is much more desirable. I do feel 
if some method could be worked out whereby the soldiers could be 
permitted and encouraged to buy FHA-guaranteed homes a great 
need would be filled. I can see your difficulty there would be in the 
fact that so many soldiers are transferred after 2- to 4-year assign- 
ments. How would you overcome that? 

Mr. Hannan. You would have the same problem when the man 
who becomes a veteran who goes from one place to another. He has 
a house to dispose of. It would do two things: First, it would make it 
possible for a family who could not find available Wherry housing, or 
other housing in the community, to get a place to live while they are 
at that station. Second, if you give the same opportunity to them 
thai is given to persons that leave the service, you answer the com- 

laint—that they are treated poorer in the service than they would 
e if they got out. 

Mr. Sikes. Do you expect to make a special effort to alleviate this 
housing problem by recommendations to the Congress during this 
session? 

Mr. Hannan. Yes. 

Mr. Sixes. Will they cover the possible solutions that we have 
discussed? 

Mr. Hannan. I am not familiar with all of the details of the 
program. 

Mr. Sixes. Is there a likelihood that these recommendations will 
come to us reasonably soon so we will have a better chance to secure 
action on them during this session of the Congress? 

Mr. Hannan. Our target is to get the total program to the Congress 
by the end of February. 


MEDICAL CARE FOR DEPENDENTS 


Mr. Stxes. You have mentioned a number of times that there is 
need for additional medical care for dependents. Will you tell us the 
procedure now followed? 

Mr. Hannan. The only persons getting medical aid are those where 
the family lives near the military installation where there are either 
hospital or clinical facilities, and then they are available to the depend- 
ents only to the extent that they are not required for the men in 
uniform. Those in remote areas have no medical service at all, and 
the thing that is most damaging to the morale of a man is when he 
is sent to Korea or to Europe and the family cannot go with him. 
If the family goes home to mother or parents in an area where there 
is no military medical] installation and thus no medical care for his 
family, the man is concerned about what is going ‘to happen to the 

oungsters, if there is serious illness that involves a heavy expenditure 
or civilian medical care, 

Mr. Miuurr. Off the record. 

(Discussion off the record.) 
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OFFICER NUMBERS AND PERCENTAGE TO TOTAL STRENGTH 


Mr. Sixes. I would like for you to prepare for me a table showing 
the number of officers in each grade in each of the services at the 
beginning of the fiscal year 1955 and at the end of the fiscal year 1955, 
and the percentage of that number to the number of enlisted men. 

(The information requested is as follows:) 


Officer numbers and percents by grade, officer percent of total strength 


[Planned June 30, 1954] 


MALE, WAC, WAVE, WAF, AND MARINE COMMISSIONED 


Army Navy Marine Corps | Air Force 


| | 
Number | Percent} Number |Percent Number |Percent| Number | Percent 


General of the Army, fleet 
admiral 

General, admiral 

Lieutenant general, 

Major general, rear admiral 
(upper half) 

Brigadier general, rear ad- 
miral (lower half) O-7 

Colonel O-6 


Major 
Captain O-3 

Ist lieutenant O-2 
2d lieutenant O-1 


Total officers 
Total military 
Percent officers... 


0.01 


3 
9 
27 


26, 846 


11, 407, 200}. 


114,300; 100.00) 73,234) 100.00 17,718} 100.00; 127, 808) 
| 225, | 955, 000) 
2 9.89 


Major O-4 
Captain O-3 

Ist lieutenant O-2 
2d lieutenant O-1 


Total female medical 
officers 

Total military............- 

medical 


143) 3.84 
398; 10.70 
1,445) 38.85 
1,734, 46.61 


Total warrants 
Total military 
Percent warrants 


3,720; 100.00 


See footnotes at end of table, p. 226. 


| 
25} 5 23 
0.44 0.34) 0.33 
17) 22 | 152 
296) 120) 32! 244 
5, 100) 4.46 2, 875) 3. 93 510) 2. 88 4, 366 3. 42 
Lieu t colonel O-5....../ 13,500, 11.81 7, 045) 9.03 274, «= 8, 412) «6.58 
RES coe Be 17, 700) 15. 49 9, 645 13.17 605 14. 70 20, 805 16. 28 
ee ee 32, 100) 28. 08) 20, 574 28. 09) 139) 29. 00) 34, 153) 26. 72 
Fn tonite 22, 147) 19. 38} 17, 401) 23. 76| 604) 14. 70) 32, 798) 25. 66 
23, 253 20. 34 15, 404 21. 03) 526} 31. 19) 21.01 
13.38 
| | | 
FEMALE MEDICAL 
| 
Colonel 2} 0.04) 0.07 
Lieutenant colonel 60) 1.15 (3) 20) 
550) 10. 58 139 4. 52 
2,500} 48.08) (3) 1,070} 34.83 
988) 19.00} (3) 653] 21. 26 
| 5,200; 100.00; 3,072} 100.00 
WARRANTS 
| | 
1,700} 13.71 2,813} 47.55 319] 28. 74| 
Wek 5,000} 40.32 110 35. 66 42.16 
Wola 5,050, 40. 73| 972| 16. 44| 296| 26. 67 
......| 12,400) 100. 00| 100. 00 | 
407, 200)........| 2740, 532|........| 
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Officer numbers and percents by grade, officer percent of total strength—Continued 
[Planned June 30, 1955] 
MALE, WAC, WAVE, WAF, MARINE COMMISSIONED 


| 
Army Navy Marine Corps Air Force 
Number Percent| Number ‘Percent Number |Percent) Number | Percent 
General of the army, fleet 
admiral 9 6 1 9 
Lieutenant general, vice ad- 
Meocndldctoeddgenates 27 0.44 24 03 5 23 
Major general, rear admiral 0. 34 35 
(upper half). .............. 164 129 .19 22 157 
Brigadier general, rear ad- | } 
miral (lower half) _...._...-. 247) 128 .19 32 259 
O-6 colonel. __.......... 4, 650| 4. 55) 2, 953 4.33 514| 2. 90 4, 825 3.79 
O-5 lieutenant colonel 13,000 12.73 8,502) 12.61 1, 325 7. 48 9,111 7.15 
O-4 major 17, 350 17.00) 8,954) 13.14 2, 578; 14. 56 22, 281 17.49 
O-3 captain. 29.38) 20,109; 29.52 4,970 28. 06 35, 230: 27. 65 
O-2 Ist lieutenant = 3 22, 341 21, 88) 14,709; 21. 58 2, 344 13, 24 34, 288; 26. 91 
O-1 2d lieutenant__.__._..._- 14, 309 14.02 12, 533; 18. 40 5,919| 33,42 21, 228 16. 66 
Total officers. 102,100 100.00 68,140, 100,00 17, 710| 100.09 4127,411; 100.00 
Total military._....... 11, 164, 000)... 2 688, 009) 215, 006|........ 
Percent officers. _...... 100. 00: 8.77 100. 00) 9. 89 100. 00 8. 24 100.00; 13.14 
FEMALE MEDICAL 
2 0. 04 (3) 2 0. 06 
550 12. 22 (3) 140 4. 28 
2, 500) 55. 56 @) 1, 202 36.77 
485 10. 85 (3) 1,101 33. 68 
Total female medical 
4,500} 100.00! 3, 269} 100.00 
Percent female medi- 
WARRANTS 
| 
650 5.91 21 0. 35 26, 2.49 149| 4.01 
1, 700 15. 45 2, 989 51.01 426) 40. 76 |} 10.48 
7,500, 68.18 2,015, 34.39 340, 32. 54 1, 582 42. 53 
1, 150 10. 46, 835) 14. 25 253; 24.21 1,599} 42.98 
‘Total warrant ........- 11,000; 100. 00) 5, 860 100. 00 1,045) 100.00 3, 720| 100. 00 
Total military........-. "1, 164, 000) 2 688, 909)... 215, 005}..------| 


1 Includes U. S. Military Academy cadets, 1,700 end fiscal year 1954. 2,000 end fiscal year 1955. 
2 Includes officer candidates, 6,582 at end fiscal year 1954 and 6,909 at end fiscal year 1955. 

3 Included above. 

4 Excludes student officers in flying trainin ng at end fiscal year 1955, 7 

4 Excludes up to a maximum of 8,700 ROTC graduates who will be ee to active duty. 


TRAINEES IN OFFICER CANDIDATE SCHOOLS 


Mr. Sixes. I notice you state there will be a reduction in the 
number of trainees in officer candidate schools. It seems to me that 
is a very shortsighted policy. I think that you by that action have 
instituted a males ad thing for morale, in that you reduce the opportu- 
nity given to enlisted men to advance, when they have the ability 
to advance. 

Mr. Hannan. My answer to that is that there was no alternative 
while we were solving the ROTC problem. When the ROTC prob- 
lem is behind us, the services will then be able to determine the size 
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of the OCS schools necessary to provide an adequate incentive for 
the enlisted men to stay in the service. 
I do not disagree with your general conclusion, but there was no 
alternative. 
ROTC PROGRAM AFTER 1955 


Mr. Sixes. Tell me something about the future of ROTC after 1955. 
We talked about the graduates in 1954 and the graduates in 1955. 
What about the senior ROTC program for those who will graduate 
after 1955? 

Mr. Hannan. The young men who are sophomores this year and 
will be eligible for advanced Air Force ROTC next fall, are in this 
situation: The Air Force recognizes that for the long pull ahead they 
have need for very few nonflying second lieutenants. They can use, 
of course, all the men who will take flight training. They need some 
engineers. They need some specialists. 

The men in the Air ROTC know that. They knew when they 
enrolled this year as sophomores. And this year’s class of freshmen 
will know that unless they have a desire and willingness to try to 
qualify for flight training there is going to be little opportunity for 
them in the Air ROTC, 

Mr. Sixes. Are you reducing the input into the advanced classes? 

Mr. Hannan. Right. 

Mr. Srxes. Now as they enter advanced training are they being 
told of the requirement for 3 years’ duty? Do you tell them they 
have to learn to fly and have to spend 3 years in the service? 

Mr. Hannan. Not only is it being reduced at the junior level, but 
the freshmen are being told as they start that the Air ROTC program, 
with the exception of some engineers and a few other categories, is 
pretty largely a flight-officer training program. 

Mr. Stxes. What about the Army and the Navy programs? 

Mr. Hannau. In the Army program the ROTC students that are 
juniors this school year are being told that if the situation remains 
such that it is necessary to call to active duty for approximately 2 
years of service ROTC graduates then the Army is going to com- 
mission only those that it can use. The balance will get certificates 
of completion, serve 2 years as enlisted men, and get commissions in 
the Reserve after they have finished. 

The program is not being curtailed drastically, however. The Army 
is keeping its input at the beginning of the junior year just about the 
same as it is now. 

Mr. Sixes. What about the period after 1956? 

Mr. Hannan. The Army wants to continue the input about as it 
is now. They consider the ROTC as the principal source of officers 
for the Reserve. With a Reserve of the size they think they need 
they would like to have up to 20,000 second lieutenants a year turned 
our through the ROTC. 

Mr. Sixes. How many of those could be absorbed as second lieu- 
tenants to be given 2 years of military duty in a commission status? 

Mr. Hannan. This year the Army is calling approximately 13,000 
ROTC second lieutenants to active duty. is that right, General 
Anderson? 

General ANDERSON. Yes, sir. A little over that, I think. 
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Mr. Hannan. Fiscal year 1955 will be a more difficult year than 
fiscal year 1956, because 1955 is the year when the large reduction in 
Army strength will be made. 

Mr. Stxes. Then, is it reasonable to say for those who will graduate 
after 1956 there is a good chance that the majority of them will be 
called up for 2 years’ duty as second lieutenants, and that the remain- 
der will have to serve 2 years in an enlisted status and get their com- 
missions in the Reserve after 2 years of service? 

Mr. Hannan. That is provided we have to continue the policy of 
requiring 2 years of service in order to coordinate it with the Selective 
Service people. 

Mr. Stxes. When you changed the program for the college students 
who are now in advanced Air ROTC program you changed the rules 
in the middle of the game by saying, “If you are going to stay in this 
ponerse you have to have 3 years instead of 2 years.” Is that what 

Mr. Hannan. We had to change the rules. 

Mr. Stxes. In the middle of the game. 

Mr. Hannan. The present senior Air ROTC class was the class 
affected by the change in policy. 

Mr. Srxes. What about the Navy ROTC program? 

Mr. Hannan. It is a much smaller program. The Navy selects 
its men when they are seniors in high school and sends them through 
college in a subsidized program and is able to call all of them to active 
duty. There is no change contemplated. 

Mr. Stxes. No change is anticipated? 

Mr. Hannan. No. 

Mr. Sixes. Will there be a limitation on the input of freshmen and 
sophomores in ROTC? 

Mr. Hannan. None is contemplated. 

Mr. Stxes. All of them will get basic military training? 

Mr. Hannan. That is right. Of course, the land grant colleges 
and the military colleges require it. 

Mr. Srxes. I shall be very much interested in seeing what is 
brought forth in the way of recommendations for a Reserve organiza- 
tion. I hope you have better luck than your predecessors have had. 

Mr. Hannan. We are going to do our best, and I am sure we can 
develop something better than we have now. 

Mr. Wiacieswortu. Thank you very much, Mr. Secretary. 

Mr. Hannan. Thank you very much, gentlemen. 
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DEFENSE BUDGET FOR 1955 


WITNESSES 


W. J. McNEIL, ASSISTANT SECRETARY OF DEFENSE (COMPTROL- 
LER) 

LYLE 8S. GARLOCE, DEPUTY COMPTROLLER (BUDGET), OFFICE OF 
ASSISTANT SECRETARY OF DEFENSE (COMPTROLLER) 

BRIG. GEN. ROBERT S. MOORE, SPECIAL ASSISTANT, OFFICE OF 
ASSISTANT SECRETARY OF DEFENSE (COMPTROLLER) 


Mr. WiaGieswortu. The committee will come to order. 

We have Assistant Secretary McNeil, Comptroller of the Depart- 
meat of Defense, with us this morning. He has an overall statement 
for the committee. 


GENERAL STATEMENT OF SECRETARY McNEIL 


Mr. McNett. The program levels contemplated in the fiscal year 
1955 budget are based upon the recommendations of the Joint Chiefs 
of Staff, as approved by the Secretary of Defense, the National 
Security Council, and the President. The estimate of expenditures in 
fiscal year 1955 required to provide the personnel strengths, the levels 
of production and maintenance and operations to carry out these 
programs call for expenditures, chargeable to speciiic appropriations, 
of slightly in excess of $38 billion. Inasmuch as certain appropria- 
tion charges will result in credits to revolving funds in amounts esti- 
mated at $500 million, the net effect of Department of Defense opera- 
tions on Treasury expenditures is estimated at $37,575 million. 


EXPENDITURES 


The estimate of expenditures by military department to carry out 
these planned program levels, after taking into consideration the 
estimated credits to revolving funds, is $10,200 million for the Army, 
$10,500 million for the Navy, $16,300 million for the Air Force, $562 
million for interdepartmental activities, such as retired pay, contin- 
gencies, and so forth, and $13 million for the Office of the Secretary 
of Defense. 

In summary, the expenditure picture is as follows: 

1. Expenditures for aircraft procurement, shipbuilding, and public 
works construction are planned to be essentially the same as in the 
current fiscal year. These three areas account for approximately 30 
percent of total expenditures for 1955. 

2. Expenditures for guided missiles will be almost 50 percent 

reater in 1955 than in 1954. An increase is expected in expenditures 
or Reserve components. Integrally installed electronic devices are 
accounting for an increasing proportion of every dollar spent for 
aircraft, guided missiles, and other major items of military equipment. 
Although it is not practicable to segregate the amounts spent for 
procurement of such electronic equipment from the overall costs of 
the major end items involved, expenditures for such electronic com- 
ponents are expected to be higher in 1955 than in 1954. 
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3. In the case of research, there will be a slightly lesser gross 
expenditure—although it is planned to carry essential projects for- 
ward at approximately the same level as in 1954. 

4. In the case of maintenance and operation (housekeeping), 
vehicles, ammunition, electronics for communication equipment, and 
personnel, expenditures will be lower than in the current fiseal year. 

Once the expenditures required to carry out the program were 
determined and the availability of funds on hand was considered, it 
was possible to ascertain the amounts to be requested in the form of 
new obligational authority. 

OBLIGATIONS 


As stated by Secretary Wilson earlier in these hearings the budget 
request of the Department of Defense for fiscal year 1955 totals 
$30,950 million in new obligational authority—$29,842 million in 
the detailed appropriation requests which have been submitted to the 
Congress, and $1,108 million in military public works funds proposed 
for later transmission, no distribution of which is yet available although 
the bulk of these funds would be for construction of Air Force bases. 
In addition, $45 million cash is requested to liquidate contract author- 
ity granted in fiscal year 1951 and prior fiscal years for shipbuilding. 

Of the $29,842 million in new obligational authority requested for 
fiscal year 1955, $8,211 million is for the Army, $9,870 million for the 
Navy, $11,200 million for the Air Force, $547,500,000 for interdepart- 
mental activities, and $13,500,000 for the Office of the Secretary of 
Defense. 

It is now estimated that at least $8.5 billion will be available for 
obligation in fiscal year 1955 from funds previously appropriated. 
This $8.5 billion, in conjunction with the close to $31 billion included 
in the 1955 budget, would make a total of $39.5 billion available for 
obligation. This is approximately 10 percent less than the total of 
$43.9 billion available for obligation in fiscal year 1954. The dis- 
tribution of the amounts available for obligation (exclusive of new 
reimbursements and transfers) in 1955, compared with 1954, is as 


follows: 
[In millions of dollars} 


Fiseal year 1955 Fiseal year 1954 
Esti 
mated — Unobli- 
Fiscal | Unobli- gated 
sar gated balance 
Total y balance | Total carried 
1955 carried obliga- | forward 
budget forward, — July 1, 
July 1 1 
1 y 
3, 8, 211 4,816 15, 821 12, 995 2, 826 
10, 510 9, 870 10, 9, 358 1, 306 
14, 010 11, 200 2,810 16, 669 11, 409 5, 260 
811 561 250 770 770 
Undistributed (proposed for later trans- 


| 49,904 | 94,592 9, 308 
1 Less than $500,000. 
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As a matter of information, at least $1.3 billion of annual appro- 
priations, principally in maintenance and operation accounts, will 
remain unobligated at the end of this fiscal year and will lapse. These 
funds will remain unobligated as a result of specific steps taken by 
the Department of Defense to place them in reserve because they were 
no longer required. These amounts reflect savings and economies 
as well as lowered requirements in some areas resulting from cessation 
of hostilities in Korea. In addition some portion of available funds 
will inevitably remain unobligated in the annual or 1-year appropria- 
tions at the end of any fiscal year. This results from the fact that 
under the regulations issued pursuant to section 3679 of revised 
statutes, controls are imposed over commitments as well as obligations 
to insure that there is no overobligation or overcommitment of funds 
in any single one of the many thousands of individual allotment 
accounts. This relatively inflexible system tends to increase the 
amounts required for appropriation in any year. 

I would like to supplement that statement by saying that under the 
regulations issued by the General Accounting Office, Treasury, and 
Bureau of the Budget, commitments—the earmarking of money 
internally—as well as obligations, cannot at any time exceed the total 
amount made available. All commitments are not translated later 
into obligations. For example, if a commitment of $1 million is 
established for an airbase in California, in most cases this amount 
would not be fully obligated no matter how carefully they might plan 


Thus at the end of the year the accumulation of all these bits and 
pieces in the thousands of accounts maintained will necessarily leave 
some unobligated money. 

Before the requirement arose that commitments be included under 
the overall umbrella, there were times that the amounts earmarked 
were greater than the total amount made available. The amounts 
obligated, of course, never were. However, the present requirement 
tends to build up a certain portion of these appropriations that never 
will result in obligations. ‘That is the reason for the statement that 
this relatively inflexible system tends to increase the amounts required 
for appropriation in any year. 

Actual obligations during the current fiscal year, exclusive of reim- 
bursements, are expected to amount to between $34 and $35 billion 
out of the close to $44 billion available. In comparison, of the $39.5 
billion that will be available for obligation in fiscal year 1955, it can 
be anticipated that in the neighborhood of $3 billion will be reserved 
for obligation in fiscal year 1956—much of it in the early part of the 
fiscal year—to meet the costs of engineering changes, research, first 
destination transportation, procurement of some spare parts, and the 
military public works program. 

-As has been the case in fiscal year 1954—there will, no doubt be 
certain portions of the annual-type appropriations which will not be 
obligated at the end of the year as a result of continued effort for 
improved management and simplified procedures, and because of the 
inflexibility imposed by the regulations issued under section 3679. 1 
would estimate that roughly one-half billion dollars in annual appro- 
priations will probably remain unobligated for these reasons. There- 
fore, the budget request and carryover balances would—from a 

ractical standpoint—permit obligation during fiscal year 1955 of 

etweev $35 and $36 billion. 
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UNEXPENDED BALANCES 


At the close of the current fiscal year, it is estimated that there will 
be an unexpended balance of previous appropriations of approximately 
$51.6 billion. These carryover funds, in conjunction with the $31.0 
billion contained in the 1955 budget, would make a total of $82.6 
billion available for expenditure. Expenditures during fiscal year 
1955 are estimated at $37.6 billion, while $1.2 billion are expected to 
lapse at the end of the year. As a result, the unexpended balance at 
the end of fiscal year 1955 would be $43.8 billion—the lowest corryover 
of unexpended funds since the end of fiscal year 1951. 

During the first 3 years immediately following the attack on Korea, 
new appropriations for the Department of Defense far exceeded 
expenditures. Since expenditures necessarily lag behind appropria- 
tions during a period of buildup largely because of the long lead time 
involved in procurement of aircraft, ships, guided missiles and other 
weapons and equipment, an increase in unexpended balances was 
inevitable. The peak of available funds was reached in fiscal year 
1953, when a total of $106.5 billion was available for expenditure, 
and over $62 billion remained unexpended at the end of that fiscal 

ear. 

Although there could be question, in retrospect, as to some of the 
specific magnitudes involved, there can be no question that substantial 
sums had to be provided early to get all aspects of the defense buildup 
underway. There were cases in which there could be question as to 
the lead time involved and the practicability of some schedules during 
the initial stages of production, but prudence dictated that the De- 
partment of Defense request funds to cover forward financing ade- 
quate to accomplish the schedules presented. 

Last year, on reviewing the budget request for fiscal year 1954, and 
taking into account factors such as the slippages in various aspects of 
the program, actual experience with attrition rates on new types of 
equipment and lead times required once production was underway, it 
was clear that adjustments in the amounts of forward financing were 
in order. These factors, together with recognition that we must 
continue to maintain our military and economic strength over a lon 
period, permit the orderly and progressive reduction of reifickehe ty | 
balances to levels consistent with effective management. The unex- 
pended balance of $51.6 billion at the end of the current fiscal year is 
well over $10 billion less than the unexpended balance at the begin- 
ning of the year. An additional reduction of close to $8 billion in the 
size of the unexpended balance is expected to be made during fiscal 
year 1955. 

SUMMARY TABLES 


I should like to submit for the record a brief statistical table which 
summarizes, by military department, the year-to-year changes in ex- 
penditure availability and unexpended balances between fiscal years 
1951 and 1955. In addition, I should like to submit four tables which 

rovide details, in terms of both specific appropriations and uniform 
vudget categories, of the fiscal year 1955 estimates of new obligational 
authority and expenditures in comparison with fiscal year 1954 and 
prior vear amounts. 

Mr. Wiaetesworts. Without objection, those five tables will be 
included in the record. 

(The tables referred to are as follows:) 
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Estimated expenditures and amounts available for expenditure, summary by service, 
fiscal years 1951-55 


[Billions of dollars) 


| OSDand 
Available for expenditure Total 
| activities 


Fiscal year 1951: 
balance, July 1, 1950 4 3.6 3.8 () 

us: 
New expenditure availability ! 12.4 15.8 
Transfers, net ; +.1 +.1 


Equals: Total available 0 6.1) 19.7 


SS: 
Expenditures, actual (combined statement) _- h 7 5.6 | 6.4 
Lapsed funds 1} 


Equals: Unexpended balance, June 30, 1951 
year 1952: 


New expenditure availability 
Transfers, net 


Equals: Total available 
SS: 
Expenditures, actual (combined statement) - - 
Lapsed funds 


Equals: Unexpended balance, June 30, 1952_| 
Fiscal year 1953: 
lus: Adjustment to unexpended balance 
brought forward 2 


Equals: Revised unexpended balance anteaadl 
Plus: 
New expenditure 
Transfers, net 


Equals: Total available 
ss: 


Expenditures, actual (combined statement) - 
Lapsed funds. 


Equals: Unexpended balance, June 30, 1953_ 
Fiscal year 1954: 
Less: Adjustment to umnexpended balance 
brought forward 4 


Equals: Revised unexpended balance brought 
Plus: 
New expenditure availability 
Transfers, net, estimated 4 
Equals: Total available, estimated 
Less: 


Expenditures, estimated 
Lapsed funds, estimated 


Equals: Unexpended balance, June 30, 
1954, estimated 
Fiscal year 1955: 
Plus: 
New expenditure availability, estimated 
Transfers, net, estimated 


Equals: Total available, estimated 
ss: 


Expenditures, estimated 
Lapsed funds, estimated 


Equals: Unexpended balance, June 30, 
1955, estimated | 12.5 


1 Less than $50 million. 

2 Adjustment to reflect change in accounting procedure throughout Government in handling of Economy 
Act working funds. 

3 Reflects reclassification of certain appropriations from military to other functions of the Department 
of Defense (i. e., civil functions and mutual military programs). : 

4 Includes $200 million transfer to ‘Relief and rehabilitation in Korea’’ (Foreign Operations Adnrinistra- 
tion) and rescission of $535 million in stock funds. 

5 Includes $1.1 billion proposed for later transmission (‘‘Military public works’’) not distributed by 
service. 

OSD COMPTROLLER, 
JANUARY 16, 1954. EISED-114, 


3 
() 
38.1] 143] 10.4 | 13.3 
| | 
60.5 | 21.6 | 16.1 22.3 
| 98.6] 359 26.5 35.7 
} 39.0} 15.7 10.2 | 12.7 4 
mA 20.1 16.2 | 22.9 
4.2 | +.2 | (1) 
59.5) 0.3 16.2 22.9 | 1 
47.0 13.2 | 12.7 | 20. 6 | .5 
106. 5 | 33.8 28.8 13.3 .6 
8.7 | 16.3 11.9 15.1 | 4 
| 3 1 
| 622 17.3 16.6] 28.1 2 
| 
| —.2 | ay | 
| 62.0 17.2 | 16.6 | 
| 34. 5 12.9 | 9.4 11.4 8 
—.7 —.4 | —.3 () 
95.8 29.7 25.7} 39.5 9 
41.6 14.2 11.3 15.6 
| 831.0 is! 9.9 11.2] .6 
82. 6 23.4 34.8 | 9 
ta 
aes 37.6 | 10. 2 | 10.5 16.2 | .6 
1.2 | ® | 
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Department of Defense fiscal year 1955 budget estimates with fiscal year 1954 


comparison 


Fiscal year Comparison of 
obligatio ent’s | estimates wit 
Appropriation authority budget fiscal year 1954, 
(Publie Law estimates col. 3 versus 
179 and 1 


(1) (3) 


Title I—Independent agencies: National Security 
Training Commission___--- 000 $55, 000 
Total, direct congressio onal ‘appropriations “and 

new obligational authority 


Title II—Office of the Secretary of Defense: 
ries and expenses, OS 
Salaries and expenses, Office of Public Information. 


Total, direct congressional appropriations and 
new obligational authority 


activities: 


of ‘ships, MSTS. 

Contingencies 

Emergency fund 

Reserve tools and facilities 

Retired pay 

Salaries and expenses, Court of Military Appeals... . 


|= | 


8 


Total, direct congressional appropriations and 
new obligationai authority 


Title ['V—Department of the Army: 
iitary personnel, Army 

Maintenance and operation, Army -_- 
Procurement and production, Army ..-_--- 
Military construction, Army Reserve. Forces 
Reserve personnel requirements, Army . 
Army Nat‘onal Guard 
Research and development. 
National Board for Promotion of Rifle Practice 
Alaska Communications System: 

Operation and maintenance 

Military construction, mn, Army 
Civilian relief in K 


Total, direct congressional appropriations and 
new obligational authority 


Title V—Department of the Navy: 
Military personnel: 


Navy personnel, general expenses 
Military personnel: 
Marine Corps . 009, 
Marine Corps Reserve 17, 100, 000 
Marine Corps: 
Troops 1 176, 700, 000 
Pr 143, 500, 000 


| (4) 
450, 000 1, 000, 000 
3,250,000 | 13,500,000 
6, 000, 000 7, 680, 000 
50, 000, 000 
| 75, 000, 000 50, 000, 000 
| 60, 000, 000 35, 000, 000 
365, 000, 000 404, 500, 000 
300, 000 320, 000 |_| 
| 4, 708, 859,000 | 4, 211, 300, 000 —497, 559, 000 
4, 343, 000,000 | 3,316, 600,000 | —1, 026, 400, 000 
3, 224, 633, 000 |.....- ...|—3, 224, 633, 000 
9, 094, 000 15, 000, 900 5, 996, 000 
| 85, 500, 000 90, 000, 000 4, 500, 000 
} 210, 035, 000 218, 530, 000 8, 495, 000 
| 345, 000, 000 355, 000, 000 10, 000, 000 
| 100, 000 
11, 185, 000 4, 470, 000 —6, 715, 000 
58, 000, 000 ® —58, 000,000 — 
2,005,106, 000 | 5,211,000, 000 784, 106, 000 
Navy —114, 000, 000 
Naval Reserve.... 63, 300. 000 78, 100, 000 14, 800, 000 
—7, 000, 000 
—124, 000, 000 
3, 300, 000 
—18, 300, 000 
—7, 627, 000 
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Department of Defense fiscal year 1955 budget estimates with fiscal year 1954 
comparison—Continued 


Appropriation 


Fiscal year 
1954 new 
obligational 
authority 


| Comparison of 

Fiscal year 1955) fiseal year 1955 
President’s estimates with 
budget fiscal vear 1954, 


(Public Law 
179 and 207) 


(2) 


estimates 


(3) 


col. 3 versus 
col. 2 


(4) 


Title V—Department of the Navy—Continued 


Title VI—Department of the Air Force: 


Aircraft and related procurement - - 
Ships and facilities 
Construction of ships 
Cash to liquidate prior contract authority 
Shivbuilding and conversion 
Ordnance and facilities 
Ordnance for new construction 
Cash to liquidate prior contract authority 
Medical care 
Civil engineering... _- 
Publie works, Navy 


Military construction, Naval Reserve 


Research, Navy 

Servicewide supply and finance 
Servicewide operations 

Naval petroleum reserves 


Total, direct congressional appropriations 
Less cash to liquidate prior contract authority 


Total, new obligational authority 


Aircraft and related procurement 

Major procurement other than aircraft 
Acquisition and construction of real property 
Maintenance and operation 
Military personnel. 

Research and development___-_ 
Reserve personnel 
Air National Guard 

Contingencies 


Total, direct congressional appropriations and | 
new obligational authority 


Total— Department of Defense: 
tal, direct congressional appropriations. 
Less cash to liquidate prior contract authority 


Total, new obligational authority__..........__._- 
— a later transmission (military public 
works 


Grand total, new obligational authority...._..___- 


$943,000,000 | $971, 100, 000 | 
1, 379, 000, 000 1, 987, 000. 000 

896, 400,000 | "937,000, 000 

127, 154,000 | 68. 600, 000 

(70, 454. 000) | (11, 000, 000) 

720,000,000 | 1,042, 400,090 | 

804,000,000 | 626, 200, 000 | 

10, 600.000 | 34, 000, 000 

(10, 000, 000) | (34. 000, 000) 

83, 429, 000 70, 300, 000 

115, 000, 000 116, 800. 000 
(1) 

30, 000, 000 | 15, 000, 000 

| 61, 000. 000 

341, 000. 000 

108, 625 000 


58, 600, 000 
382, 500, 000 


$28, 100, 000 
608, 000. 000 
40, 600. 000 
—58, 554, 000 
(—59, 454, 000) 
322. 400, 000 
—177, 800, 000 
24, 000. 000 
(24, 000, 000) 
—13, 129, 000 
1, 800, 000 


—15. 090, 000 
2, 400, 000 
—41. 500, 000 
4.625, 000 


104, 000, 000 
(3) 3, 575, 000 

9. 915, 000, 000 
45, 000, 000 


9 870, 0 000, 00 000 | 


9, 438, 310, 000 | 
80, 454, 000 


rt 357, 856. 000 | 


5.000, 
476, 690,000 
35, 454. 000 


14, 000 


3, 495, 000, 000 | 2, 760, 000. 000 
600, 000, 000 735, 000, 000 
240, 776, 000 | (1) 

3, 155, 000,000 | 3, 655, 000, 000 | 

3, 285, 000, 000 3, 400, 000, 000 
440, 000, 000 431, 000, 000 

14, 900, 000 28, 000, 000 
147, 100, 000 | 160, 600, 000 
31, 000, 000 | 31, 000, 000 | 


—735, 000, 000 
135, 000, 000 
—2°’0, 776, 000 

} 500, 000, 000 
| 115, 000, 000 
| —9, 000, 000 
13, 100, 000 

12, 900, 000 


| 
| 11, 408, 776, 000 | 11, 200, 000, 000 | 


— 208, 776, 000 


34, 612, 042, 000 
80, 454, 000 | 


29, 887, 000, 000 
45, 000, 000 


|—4, 725, 042, 000 
35, 454, 000 


34, 531, 588, 000 | 29, 842, 000, 000 


1, 108, 000, 000 | 


689, 588, 000 
1, 108, 000, 000 


434, 531, 588, 000 30, 950, 000, 000 |—3, 581, 588, 000 


1 Included in the total amount for military public works for the entire Department of Defense (including 


certain construction in Naval Petroleum Reserves) proposed for later transmission. 
2 To be transferred to ‘Civil functions” of the Department of the Army. 
3 In lieu of appropriation, transfer of $2,400,000 from ‘‘Naval Petroleum Reserve No. 4, Alaska, 1953-54"’ 


authorized. 


* Public Law 207, ch. VII, provides that not in excess of $200 million shall be made available for relief and 
rehabilitation in Korea from funds available to the Department of Defense for fiscal year 1954 which,are 


saved as a result of the armistice in Korea. 
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New obligational authority by budget category, fiscal year 1955, President’s budget 


[Millions of dollars] 

OSD and 

Budget category and subcatego: Total | Army | Nav Ae | Be 

udge y gory y ¥Y | Force | service 
activities 
I. Military personnel costs.................-..-- $10, 673 $4, 229 $3, 044 $3, 400 |...-...... 
(a) Pay and allowances___._.............-. 8, 851 3, 404 2, 587 OF eee 
(5) Subsistence. 917 405 
(c) Individual clothing 317 155 77 

(d) Transportation, pecisanibls change of 

(e) Other military personnel activities. 38 23 6 


II. Operations and maintenance. 


(a) Troops and 
(6) Aircraft and 
Ships and facilities. 
(e) Supply systems. 
(f) Servicewide facilities and services. .__- 
(9) Recruiting and training. 
(h) Industrial 


III. Major procurement and production. 


(a) Aircraft. 
(b) Ships and harbor craft 
(c) Combat vehicles. 
(d) Support vehicles. 
(g) 
(i) Electronies and communications. ___- 
(j) Production equipment and facilities__ 
(k) Other major pea and pro- 


(a) Continental United States _____. 
Outside continental United States_..__ 


V. Reserve components. 


(a) Military personnel costs__............. 
(b) Operation and maintenance 
(c) Major procurement and production-__ 
(d) Military public 


VI. Research and development...................- 1, 352 371 435 511 35 
1, 209 355 388 431 35 
143 16 47 

VII. of Defense establishmentwide ac- 
739 171 58 34 476 
(b) Office of of Defense. 14 
(c) Interdepartmental projects__... 313 168 56 31 58 


VIII. Working capital (revolving) funds 
(a) enterprise funds... 


Total, new obligational authority_............. 
Proposed for later transmission...........--......... 


Grand total new obligational authority_......- 


' Excludes $1,108 million for military public works proposed for later transmission not distributed by 


service. 


Note.—Amounts will not necessarily add to totals due to rounding. Excludes per 


accounts and reappropriations. 


t-indofinit, 


| 3,077 | 92,400} 93,587) 
615 
| 
| 308 177 65 
| 2,219 1,478 426 i 

1, 030 568 323 
535 252 53 

67 32 20 
7,303 3,773 3,480| $50 
76 23 

114 

710 362 | 160 

352 204 95 

274 122 50 ye 

43 15 15 
29, 842 8, 211 9, 870 11, 200 | 561 
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Expenditures by major budget category, fiscal year 1955, with 4-year comparisons 


{Millions of dollars} 
| Fiseal | Fiscal 
Budget category eati- esti- 1953, 1952, 1951, 
mated mated actual actual actual 
Total, Department of Defense_________.-.....-.-.-.- $37,575 | $41, 550 | $43, 711 | $38,972 | $19,772 
I. Military personnel costs. __..___..__.--_--- 10, 335 10, 910 | 11, 556 11, 152 7, 148 
II. Ov erations and maintenance 8, 767 8,977 | 10,379 11, 682 6, 715 
III. Major proce rement and 14, 542 17, 273 17, 123 11, 478 3, 976 
(a) Aircraft. Sepia aval (8, 310) (8, 284) (7, 416) (4, 888) (2, 412) 
(b) Shins and harbor craft_..--.._-_- (990) (1, 005) (1, 191) (624) (381) 
(c) Other_____. ane enenaiit (5, 242) (8, 004) (8, 516) (5, 966) (1, 183) 
IV. Militery public 11,650 1, 687 1,913 1,819 440 
V. Reserve components. SO? ARIES 675 560 522 476 537 
VI. Research and development....___-__-____- 1,350 1, 425 1,412 1, 164 758 
VII. De~artment of Defense, establishment- 
746 738 759 729 628 
VIII. Working capital (revolving) funds__-____- —490 —20 80 295 —159 
Adj"stment to Treasury combined state- 
Depactment of the 10, 200 14, 200 16, 337 15, 708 7,478 
I. Military personnel costs_- 4, 060 4, 615 4, 836 5, 119 3, 255 
Il. Or erations and maintenance 3, 212 3, 557 4, 330 5, 695 2,9 
III. Major procurement and production Se 2, 066 4,810 5, 794 3, 976 359 
(60) (50) (95) (51) (7) 
(b) Shins and harbor craft_..-...---_- (100) (60) | (258) (41) (12) 
(1, 906) (4,700)| (5, 441) (3, 884) (340) 
IV. Military public works.__.........---...-_- 1 250 350 517 347 80 
V. Reserve components. - cortiitatus 345 305 303 303 313 
VI. Research and development... 370 395 382 288 162 
VII. Department of Defense establishment- 
wide activities 200 217 256 220 172 
VIII. Working capital (revolving) funds...____- —303 —49 36 —267 120 
Adjustment to Treasury combined state- 
Department of the Navy...........................- 10, 500 11, 300 11, 878 10, 161 5, 584 
I. Military personnel costs._............._._- 2,975 3, 095 3, 323 3,027 2, 139 
IL. Operations and maintenance... _________- 2, 200 2, 398 2, 820 2, 866 1, 994 
III. Major procurement... 4, 615 4, 860 4, 253 2, 653 1, 453 
(2, 150) (2, 000) 1, 735) (1, 205) (594) 
(b) Shios and harbor craft__.-.______- (875) (935) (925) (581) (369) 
(1, 690) (1, 925) (1, 593) (867) (499) 
IV. Mititary public 1 200 325 489 380 124 
V. Reserve components. 155 115 105 96 104 
VI. Research and development 440 475 499 448 327 
VII. Department of Defense estab:ishment- 
VIII. Working caz ital (revolving) funds_____ —145 lll 436 —280 
Adjustment to Treasury combined state- 
Department of the Air Force___..............--.---- 16, 300 15, 600 15, 087 12, 711 6,349 
I. Military personnel costs___..._.........--. 3, 300 8, 200 3, 397 3, 006 1,754 
II, Operations and maintenance __..________- 3, 355 3, 022 3, 228 3, 122 1, 760 
III. Major Procurement_...................--- 7,7 7, 603 7, 076 4, 849 2, 164 
(6, 100) (6, 214) | (5, 586) (3, 632) (1, 811) 
(b) Shios and harbor craft___.._ .____- (10) (10) | (8) (2) (—) 
(1, 646) (1, 379) (1, 482) (1, 215) (353) 
IV. Military public works... 11, 200 1, 012 | 907 1,092 236 
V. Reserve components. ...........--.-.-..-- 175 140 114 77 120 
VI. Research and development_. 510 530 530 429 269 
VII. Department of Defense estabiishment- 
46 36 22 37 41 
VIII. Working cay ital (revolving) funds______- —42 57 —66 126 1 
Adjustment to Treasury combined state- 


1 Includes proportionate service distribution of $100 million estimated expenditures from the $1,108 million 
matory Lome works, proposed for later transmission (including certain construction under Naval Petro- 
um Reserves 
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Expenditures by major budget category, fiscal a 1955, with 4 year 
comparison—Continue 


[Millions of dollars] 


Fiscal Fiscal 
Budget category 1085, | 1058, | 1062, | 1961, 
mated mated tula 


OSD and interservice activities....................-- 575 450 409 392 362 


I. Military personnel costs...............-.-- 
II. Operations and 
Ill. Major procurement. 

(6) Shins and harbor craft 

(c) Other_____- 

IV. Military public works__ 
V. Reserve components - 


VI. Research and development 
VII. Department of Defense establishment- 
wide activities. _ 440 425 408 | 393 358 
VIII. Working canital (revolving) funds_____- i | 
Adjustment to Treasury combined state- | 


Source: Standard Form 133 and DD Forms 690 (from official operating accounts). 


Norre.—Amounts will not necessarily add to totals due to rounding. Distribution by budget category is 
based upon revised definitions issued July 1, 1953. 


Mr. McNett. The fiscal year 1955 budget of the Department of 
Defense can be summarized. by major categories as follows: 


MILITARY PERSONNEL COSTS 


New obligational authority requested for military personnel costs— 
pay and allowances, subsistence, individual clothing, transportation, 
and other military personnel activities—is $10,673,000,000. This is 
$600 million less than the amount provided in fiscal year 1954. This 
reduction primarily reflects the effects of the planned decrease in 

number of military personnel and, to a lesser extent, reductions result- 
ing from cessation of hostilities in Korea, primarily i in combat-duty 
pay. Provision is made in the 1955 budget for continued support of 
the augmented Republic of Korea forces. 

Average military strength during fiscal year 1955 is expected]to 
amount to approximately 3,195,000 man-years, compared with an 
estimated 3,435,000 man-years during fiscal year 1954. The following 
table summarizes the active duty military strengths currently planned 
for the end of the current fiscal year and fiscal year 1955, compared 
with year-end strength for each of the fiscal years between 1950 and 
1953. 


341 


Actual and estimated military personnel on active duty 


| Actual 


June 30, | June 
1950 | 1951 


1952 


une 30, 


| Planned 


June 30, 


June 30, | June 30, 
1955 


1953 | 1954 


Department of Defense: 
Total 


|1, 460, 261 249, 455 |3, 635, 912 


181,467 | 323, 302 | 875, = | 


3, 555, 067 |3, 327, 753 | 3,037, 014 


376, 864. | 364,478 | 1 351, 955 


Cadets. and midshipmen 8, 903 | 8,876 | 14,773 | 17,173 | 17,932 | 14, 409 
iI, 269, 891 917, 277 3, 24 245, 3, 161, 030 | 2. 945, 343 12, 67 1, 550 


508, 167 il, 531, 74 |1, 506, 419 4, 533, 815 io 407, 200 | 1, 164, 000 
130,540 | 148, 427 [1 145, 633 | 131, 900 | 

1,872 1,726 | 1,682 1, 700 | 
1,399, 362 |1, 446. 266 |1, 386, 500 |1, 273, 600 


‘17, 600 
2, 000 
1, 044, 400 


Cadets and midshipme 
Enlisted _ 


| 
736, 680 a, 206 | | 794,440 | 740, 532 | 
81,731 | 79,150 | 
6, 334 | 6, §82 | 


706,375 | 654,800 


688, 909 
74, 000 
6, 909 
608, 000 


y 247 
265 | 


735, 


Cadets and midshipmen 


4, 528 
Enlisted 661, 639 | 


753 | 


331, 860 


74,279 | 192,620 | 231, 967 | 249,219 | 225, | 


215, 005 


| | 16,413 | 18, 731 | 


Officers 
Cadets and midshipmen 
Enlisted 


277 | 


_ 788, 381 2 983, 261 | 977, 593 | 

57,000 | | 107,¢ 099 | 128, 742 | 130,769 
2. 186 | 2, 476 | 6, 782 | 9, 157 

352, O85 678, 806 $47,737 | 837, 667 


000 | 970, 000 


1 141, 600 
5, 500 
822, 900 


Cadets and midshipmen 
Enlisted 


7 134, 600 
9, 650 
810, 750 | 


1 Includes 3,600 Air Force student officers on June 30, 1954, and 7,200 on June 30. 1955. 
2 Includes 9,787 Army personnel in training for SC ARWAF duty and temporarily assigned to the Air 
Force for pay purposes. 


MAINTENANCE AND OPERATION 


A total of $9,064 million is requested for operations and maintenance 
of military equipment, weapons, and facilities of the Department of 
Defense. This covers the costs of operating our Army and Marine 
divisions (including support tor Republic of Korea forces), naval 
combat ships and auxiliary craft, aircraft of all the services and the 
world-wide system of shore installations, and includes the costs of 
utilities, civilian payrolls, spare.parts, fuel, and other supplies. 

The funds requested for this purpose in the 1955 budget are $594 
million less than provided in fiscal year 1954. This involves an 
increase of approximately $500 million in Air Force operations and 
maintenance, as a result of the continued build-up in that service 
during the coming vear, offset by a decrease of approximately $1 
billion tor the Army and close to $100 million for the Navy. While 
there is an apparent difference of $594 million, actually the over all 
reduction in operations and maintenance between 1954 and 1955 
amounts to nearly $1 billion, since it is estimated that the equivalent 
of roughly $400 million in occupation support was available for the 
operations and maintenance of United States forces in Germany during 
fiscal year 1954. 

In the budget presented to you there is some $350 million included 

which will not be required if the authority to accept German deutsche- 


| 
| — 
Army: 
Navy: 
Marine ‘Corps: 
828 18, 755 
193 | 196, 250 
Air Force: 
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mark support without charge to appropriations, currently contained 
in section 637 of the Department of Detense Appropriation Act for 
1954, is continued. 

Mr. Wiac.eswortH. That $350 million refers to services as distinct 
from cash? 

Mr. McNet. Yes; goods and services. 

Mr. Wiaa.ieswortu. As distinguished from cash? 

Mr. McNet. Yes. 

The increasing emphasis on airpower in this budget is reflected by 
the fact that 38 percent of the total funds requested for operations 
and maintenance will be utilized for operation and maintenance of 
aircraft and aircraft facilities, compared with 31 percent in 1954 and 
30 percent in 1953. 

The decrease in what we may call our “housekeeping expenses” 
reflects in part the cessation of active combat operations in Korea 
and the reduction in size of the Armed Forces. The reduction also 
reflects savings accruing from economies made to date and from 
additional measures to improve efficiency and increase economy next 
year. Each of the military departments will be prepared to explain 
in detail the numerous steps that have been, and will be, taken to 
effect these savings. Illustrative of such measures are: 

(1) We are not only intensively reviewing our requirements for 
new equipment and supplies, but are reexamining inventories already 
on hand. New procurement, particularly in the consumption-type 
items, will be limited where substantial stocks are already on hand 
or on order. In addition, a project which is called Operation Clean- 
sweep has been initiated to remove unserviceable, obsolete or surplus 
items from the supply systems of the three military departments in 
order to reduce warehousing costs and free needed space. 

(2) Efforts are being made to reduce the movement of supplies 
between depots by better planning and closer coutrol of shipments 
from suppliers. In the Army, for example, interdepot shipments 
within the United States have been reduced from approximatel 
60,000 tons per month in 1952 to approximately 25,000 tons per month 
at the present time, and further reductions are expected. Such 
reduction in interdepot shipments not only saves transportation costs 
but reduces the amount of paperwork—and consequently personnel— 
involved in depot operations. 

(3) Analysis of service practices with regard to maintenance of 
administrative vehicles indicated that costs and maintenance stand- 
ards were excessive in relation to commercial-fleet practices. By 
alining maintenance schedules with schedules recommended by the 
vehicle manufacturers and with commercial-fleet practices, unneces- 
sary procedures were eliminated, shop-management techniques im- 
proved, and vehicles maintained with less personnel. 

(4) In the past the Navy and Air Force had required that all air- 
craft undergoing depot maintenance be renovated to a like-new con- 
dition, regardless of the age or degree of obsolescence of the aircraft 
involved. This practice has been discarded and only that repair work 
is now dove which is considered necessary to put the aircraft into 
condition to permit it to perform its mission efficiently and safely 
until the next routine reconditioning cycle—so long as it is to remain 
in the active inventory. In addition, components and equipment 
are being repaired to the maximum economical extent instead of being 
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replaced. These changes bring Navy and Air Force aircraft mainte- 
nance practices closer to those followed by the commercial airlines. 
Many of the supplies and about one-third of the manpower previously 
used in bringing aircraft up to a like-new condition are now saved, 
with substantial reduction in aircraft maintenance costs. 


MILITARY SEA TRANSPORT SERVICE 


I might mention at this point that the operation of the Military Sea 
Transport Service under the business or corporate-type system is 
saving Uncle Sam about $250 million a year over what it cost 3 years 
ago to handle the same volume of traffic. How this saving is being 
achieved, I think, is one of the really dramatic things that has been 
going on in the Department of Defense. 

In 1950 it was costing us 3.73 cents a mile to move a passenger at sea. 
Progressively that dropping. In 1951, it was 3.18 cents. In 
the first part of 1954 it was costing 1.88 cents per mile, and a 10 percent 
tariff reduction went into effect on January 1, which will bring it 
down to 1.69 cents per mile. In spite of the fact that we have had 
terrific increases in labor, fuel costs, overall costs, that is the net result 
in the Military Sea Transport Service. 

Mr. SuHeprarp. How did you accomplish that? That is a tremen- 
dous reduction in an operation of that magnitude. 

Mr. McNett. That is the reason for my remark that it is one of the 
most dramatic accomplishments in the business history of the United 
States Government. 

Mr. Suepparp. Are you still giving the same service? 

Mr. McNet. Better service. 

Mr. Scrivner. I traveled on the Military Sea Transport and T could 
not ask for anything better in the way of food or anything else. I 
heard no complaints. 

Mr. WiaceLteswortH. That is something that the committee inves- 
tigated and stressed very strongly last summer in its report. 

Mr. McNet.. Yes, and you suggested that MATS be on the same 
basis, and I certainly think that is souod. 

With regard to the question by Mr. Sheppard, the scheduling is so 
improved on outgoing shipments that the cost of idle time diopped 
in one year from a value of $54,000,000 to $7 million. 

Mr. Suuprarp. Aside from the scheduling, which I can understand, 
you would have to accumulate your loading 1equirements and have 
that in advance in order to obviate delay. 

Mr. McNet. That is correct. That is what is happening. 

Under the present system the person who creates the workload is 
being billed for the service to be rendered, and he gets a bill for demur- 
rage. If he causes a delay he has to O. K. a bill for demurrage, which 
can mean $3,000 to $6,000 a day. People would far rather do their 
work right and forecast their outgoing shipments accurately than 
O. K. a bill for $3,000 to $6,000 a day for demurrage. 

Mr. Suepparp. I was under the impression that there was a figure 
for commercial operation of like character. 

Mr. McNet. This is patterned after commercial operations, but 
it is run even tighter. 

In the case of freight—general cargo—the cost has dropped from 
5.31 mills per fon-mile to 3.84 mills per ton-mile despite the increase 
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in labor rates and other costs. Against that there is a 10 percent 
reduction effective last January 1, which will bring it down to a little 
less than 3.5 mills per ton-mile. I think that is a very dramatic 
story. The value of these intelligent savings is $250 million a year 
to the Department of Defense, and the budget next year is based on 
the lower rates. This is more than the cost of the equipment for an 
infantry division, a Forrestal-class carrier or the equipment and 
maintenance of a fighter wing for the Air Force or naval aviation. 
It is an excellent example of securing greater defense for the dollar. 


MAJOR PROCUREMENT AND PRODUCTION 


A total of $7,303 million is requested for major procurement and 
production, over 60 percent of which is for procurement of aircraft and 
concurrent spares. While this is by far the lowest amount requested 
for this purpose in any year since the beginning of the buildup follow- 
ing the Communist attack in Korea, it reflects the fact that substantial 
amounts for this purpose will be carried over and remain available for 
obligation from prior year appropriations. 

During the four years 1951 through 1954, a total of over $83 billion 
was provided by the Congress for major procurement. At the end of 
the current fiscal year, it is estimated that the unexpended balance of 
major procurement and production funds will total $36.3 billion, and 
that $6.6 billion of that amount will be unobligated. These carryover 
balances, in conjunction with the $7.3 billion requested in the fiscal 
year 1955 budget, would make a total of $13.9 billion available for 
obligation and $43.6 billion available for expenditure. These amounts 
will cover planned obligations and expenditures for procurement and 
production during fiscal year 1955 as well as the lead times beyond 
June 30, 1955, required to be financed in the fiscal year 1955 budget. 

In the case of the Army, no new funds are required for major pro- 
curement, and therefore none have been requested in the 1955 budget. 
This reflects the fact that at the end of the current fiscal year the Army 
will have an unexpended balance for major procurement of $7.3 
billion, of which approximately $4.0 billion is expected to be unobli- 
gated. These funds are more than adequate to finance the Army 
procurement program during fiscal year 1955. 

Although new obligational authority requested for major procure- 
ment in the 1955 budget is low in comparison with prior years, expendi- 
tures for this broad area during 1955 are expected to decline by only 
16 percent. Virtually all of this overall decrease is attributable to 
the sharp decline in expenditures for combat and support vehicles 
and ammunition. The outlook in terms of each of the major cate- 
gories of procurement items is as follows: 

(a) Aircraft: Aircraft expenditures in 1955 are expected to amount 
to $8.3 billion, compared with $8.4 billion in 1954, $7.4 billion in 1953, 
and $4.9 billion in 1952. The procurement schedules of both the Air 
Force and Navy avoid unnecessary peaking of production and permit 
an orderly flow of equipment to combat units. In the case of the Air 
Force, a more realistic approach has been adopted in scheduling and 
placing new aircraft into production, and production will not be 
undertaken until development of the equipment has been proven. 
In addition, initial monthly production rates of new models will be 
kept low, and the aircraft will be intensively tested for technical 
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soundness before going into mass production. Following this initial 
period of low production, which may extend for about 18 months, 
production will be accelerated for those models whose soundness has 
been demonstrated. This procedure will save hundreds of millions of 
dollars per year previously required for extensive modification of new 
aircraft. 

(b) Ships and harbor craft: Expenditures for ships and harbor craft 
in fiscal year 1955 are expected to be at the same general level as in 
1954—$1 billion. The new obligational authority requested in the 
fiscal year 1955 budget amounts to $1,150 million and would permit a 
slightly higher level of shipbuilding in the years immediately ahead. 
This increase is considered necessary in order to enable the Navy to 
attack the problem of block obsolescence of the fleet, a major portion 
of which was built during World War ILI. 

(c) Combat vehicles: $34 million is requested in the 1955 budget 
for procurement of combat vehicles, all of which is for Marine Corps 
procurement. No new funds are requested for the Army, since funds 
already available from fiscal year 1954 and prior year appropriations 
are considered adequate to meet its reduced needs in this field for 1955. 
At the present time, the Army and Marines already have on hand 
practically all the combat vehicles required for the active forces and 
 somepitane rates for mobilization reserves are being so phased as to 

eep production in being over a greater period of time. Under this 
policy, expenditures for combat vehicles in fiscal year 1955 are esti- 
mated at $280 million compared with $700 million in fiscal year 1954. 

(d) Support vehicles: $76 million in new obligational authority is 
being requested for support vehicles—$53 million for the Air Force 
and $23 million for the Navy. This compares with $94 million in 
1954 and $163 million in 1953. The major items involved in this 
request for 1955 consist of firetrucks and aircraft towing vehicles re- 
quired for the Air Force buildup. Total expenditures for support 
vehicles are estimated at $255 million in fiscal year 1955, compared 
with approximately $500 million in fiscal year 1954. 

(e) Artillery: The Army and Marine requirements for artillery have 
been largely met with funds provided to date, and deliveries against 
these funds will be practically completed by the end of this fiscal year. 
Consequently, only $13 million in new funds are requested—for the 
Marine Corps—in the fiscal year 1955 budget. Expenditures for 
artillery procurement are estimated at $39 million in fiscal year 1955, 
compared with $261 million in fiscal year 1954. 

(f) Weapons: New funds requested for weapons amount to $24 
million—$5 million for the Marine Corps and $19 million for the Navy. 
This compares with $70 million in fiscal year 1954. Expenditures for 
weapons are estimated at $123 million in fiscal year 1955 compared 
with $238 million in fiscal year 1954. 

(g) Ammunition: During the past months, the high rates of ammu- 
nition production have provided us with substantial stocks for all 
major items of ammunition, and mobilization reserves are being accu- 
mulated. With the cessation of combat consumption of ammunition 
in Korea, mobilization reserves of many important types of ammuni- 
tion have been accumulating rapidly. In order to maintain an effec- 
tive mobilization base, and avoid the early necessity of shutting down 
production completely, it is planned to schedule ammunition produc- 
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tion during the months ahead, so that active production lines will be 
maintained for a longer period than would otherwise be possible. 

A total of $513 million in new obligational authority is requested for 
ammunition procurement in the fiscal year 1955 budget, compared 
with $2.8 pvillion in fiscal year 1954. Expenditures for ammunition 
are estimated at close to $1.9 billion in 1955, compared with $3.4 
billion in 1954. 

(h) Guided missiles: A total of $401 million in new obligational 
authority is requested for procurement of guided missiles, compared 
with $748 million made available in fiscal year 1954 and $896 million 
in fiscal year 1953. This reduction in the request for new funds does 
not indicate a decrease in the effort to be devoted to guided missiles, 
since expenditures for guided missiles will actually be increased 
markedly during fiscal year 1955. Rather, the reduction in the re- 
quest for new funds merely reflects the fact that an unexpended 
balance of $1 billion will be available at the end of fiscal year 1954 
out of the $2.5 billion available for guided-missile procurement be- 
tween fiscal years 1951 and 1954. An indication of the increased 
emphasis being placed on guided-missile procurement in all three 
services is the fact that expenditures for that purpose are estimated 
at $660 million in fiscal year 1955, an increase of almost 50 percent 
over the $442 million to be spent in fiscal year 1954 and an increase 
of 124 percent over the $295 million spent in fiscal year 1953. 

(i) Electronics and communications: The fiscal year 1955 budget 
requests $419 million for procurement of electronics and communi- 
cations equipment, compared with $448 million in fiscal year 1954. 
Expenditures in fiscal year 1955 are expected to total $675 million 
compared with $863 million in fiscal year 1954 and $1 billion in fiscal 
year 1953. It should be noted that this category does not include 
expenditures for electronic equipment installed as integral compo- 
nents in aircraft, ships, guided missiles, and other military equipment, 
expenditures for which are expected to increase in 1955. 

(j) Production equipment and facilities: In general, the buildup 
of military production equipment and facilities has been rather 
completely financed in prior fiscal years. During the 4 fiscal years 
1951 through 1954, a total of $6.2 billion has been provided by the 
Congress for the costs of production equipment and facilities. It is 
estimated that $2.3 billion of this amount will remain unexpended at 
the end of fiscal year 1954. Included is the full amount of the $250 
million provided by the Congress in fiscal year 1954 for reserve tools 
and facilities, the continued availability of which is requested in this 
budget. Based on the sums already available from prior years 
appropriations, we are requesting new appropriations of only $38 
million for production equipment and facilities required for Navy 


aircraft and shipbuilding programs. Army and Air Force needs for | 


production equipment in fiscal year 1955 can be financed entirely 
with existing dunds. Expenditures for military production equipment 
and facilities are expected to amount to $932 million in fiscal year 1955, 
compared with $1.3 million in 1954, and $1.7 billion in fiscal year 1953. 
(k) Other major procurement and production: New obligational 
authority requested in fiscal year 1955 for other major procurement 
and production, which includes such items as materials handlin 
equipment, construction equipment, railroad equipment, and specia 
training equipment amounts to $236 million compared with $239 


n 
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million in fiscal year 1954 and $423 million in fiscal year 1953. Ex- 
penditures for this group of items are estimated at approximately $400 
million in fiscal year 1955, compared with $350 million in fiscal year 
1954 and $554 million in fiscal year 1953. 


MILITARY PUBLIC WORKS 


Approximately $1,100 million is proposed for later transmission 
for military public works. The exact amounts of new obligational 
authorization required for each of the military departments will not be 
determined until after completion of studies now underway to de- 
termine public-works authorization requirements. 


RESERVE COMPONENTS 


During the past 12 months, the number of reserve personnel in 
drill-pay status has increased from 534,000 to 622,000, and is planned to 
increase during the remainder of the current fiscal year to 719,000. 
The fiscal year 1955 budget requests a total of $710 million for reserve 
components, compared with $665 million in fiscal year 1954, in order to 
permit continued buildup of reserve personnel in drill-pay status to a 
goal of 832,000 by June 30, 1955. In terms of average strength, the 
fiscal year 1955 budget provides funds for an average of 775,000 in 
drill-pay status during 1955, compared with an average of 645,000 
during fiscal year 1954. 


RESEARCH AND DEVELOPMENT 


A total of $1,352 million is requested for research and devel- 
opment in fiscal year 1955, $1,209 million of which is for direct 
research costs and $143 million represents indirect costs—principally 
costs of operating and maintaining research activities and installa- 
tions. This is $37 million less than provided for this purpose in fiscal 
year 1954. As Dr. Quarles indicated in his testimony before this 
committee, the funds requested will permit continuance of the current 
level of research and development activity on essential projects. 

Approximately one-half the research and development effort and 
funds during the current fiscal year and fiscal year 1955 will be de- 
voted to programs involving aircraft, guided missiles, and atomic 
energy applications. 


ESTABLISHMENTWIDE ACTIVITIES 


The remainder of the budget request consists of $739 million for 
establishmentwide activities, $130 million less than provided in fiscal 
year 1954. Included in this category are the costs of retired pay, 
amounting to $404 million; salaries and expenses of the Office of the 
Secretary of Defense, amounting to $13.5 million; international activ- 
ities, such as costs of military attachés, Inter-American Defense 
Board, NATO activities, etc., amounting to $8 million; and the costs 
of operating certain joint activities (many of which are classified) 
and schools in which the military departments have a common interest, 
amounting to $313 million. A substantial portion of the total reduc- 
tion in this category results from the elimination of certain items, such 
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as civilian relief in Korea, included in this category in prior years. 
The military departments will provide the necessary detail concerning 
the individual classified projects for which they are administratively 
responsible. 

WORKING CAPITAL (REVOLVING) FUNDS 


You will note that our tables show an eighth budget category—that 
of working capital (revolving) funds. Although no new obligation 
authority is being requested for these funds in the fiscal year 1955 
budget, any discussion of the Department of Defense budget would 
be incomplete without discussing the role and status of these business- 
enterprise funds. 

As you know the Department of Defense was authorized by title 
IV of the National Security Act of 1947, as amended, to install working 
capital funds for the financing and control of inventories of common- 
use items and of industrial and commercial-type activities. Under 
this system, the ultimate consumer is required to pay for items or 
services received from the funded operation by direct payment or by 
a charge against current appropriation of the consuming agency. It 
was the objective of title 1V to permit, by the use of working-capital 
funds, a consolidation of operating and fiseal responsibility under 
single management, to effect common use of facilities and inventories, 
to facilitate the implementation of performance budgets and generally 
provide a means of extending businesslike management and financing 
methods in the Department of Defense. 

And the Military Sea Transportation Service example that I 
previously outlined is one of the perfect examples of the effect of this 
operation in the Department. 

One of the basic difficulties involved in effecting economies in De- 
partment of Defense operations is the lack of clear incentive on the 
part of all concerned, stemming in part from the difficulty of measuring 
managerial success or failure. In the business world, success can be 
measured by such standard criteria as increased sales, lowered unit 
costs, or profits. The extension of working capital funds in the De- 
partment of Defense makes it possible for management criteria to be 
applied to Department of Defense operations and provides a direct 
incentive for the exercise of good business judgment and prudeuce. 
In addition, by instituting a relationship between 
the using appropriations and the stock or industrial fund operation, 
considerable pressure is generated to get costs down. At the same 
time, the knowledge that all goods and services received from stock 
or industrial fund operations must be specifically justified, accounted 
for and paid for tends to cut down on the demands of the cousuming 
agencies. 

Considerable progress has been made during the past year in extend- 
ing the scope of working capital funds, and considerable savings have 
been realized from their operation. Despite progress to date, how- 
ever, a great deal still remains to be done to realize the full potentiali- 
ties for efficiency and economy made possible by the authority of 
title IV. It is the intention of the Secretary of Defense to pursue 
this vigorously. 
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ADVISORY COMMITTEE ON FISCAL ORGANIZATION AND PROCEDURES 


I should like to make one additional point with reference to imple- 
mentation of title [V of the National Security Act of 1947, as amended. 
Last August, the Secretary of Defense appointed a committee consist- 
ing of some of the most experienced business men in the country, to 
advise him on fiseal organization and procedures. This Department 
of Defense Advisory Committee on Fiscal Organization and Procedures, 
under the chairmanship of Mr. Charles P. Cooper, has been inten- 
sively reviewing the-existing structures and procedures of the Depart- 
ment of Defense. The specific recommendations of this Committee 
will strougly influence the work still ahead of us in fully realizing the 
potentialities of title TV. 


DEUTSCHEMARK SUPPORT 


Under section 637 of the Department of Defense Appropriation Act, 
1954, agencies of the Department of Defense were authorized to 
accept real property, the use of real property, services, and other 
commodities from foreign countries for the use of the United States 
in accordance with mutual defense agreements or occupational ar- 
rangements, and to use same for support of United States forces in 
such areas without specific appropriation therefor. Basically, this 
permitted us to accept deutschemark support for our occupation 
forces in Germany. During last year’s testimony on this matter, the 
Department of Defense affirmed its intent to extend the same budgetary 
controls and reporting procedures to deutschemark support received 
by the Department of Defense as would apply in the case of regularly 
appropriated funds. This is being done. 

At the present time, the amount and nature of occupation support 
to be received from the Federal Republic of Germany during fiscal 
year 1955 is uncertain. The basic agreement under which we and the 
other occupying powers—France and United Kingdom—have oper- 
ated during the first half of current fiscal year was on the assumption 
that the EDC Treaty would be ratified by January 1, 1954. This 
has not occurred. An interim agreement to continue the current level 
of German contributions has been negotiated to cover the period 
through June 30, 1954, but as yet there is no agreement beyond that 
date. Later in these hearings we bope to be able to give this com- 
mittee a report on the arrangements that are likely to exist with 
respect to such support in fiscal year 1955. 

As noted previously, the expenditure estimate for fiscal year 1955 
of $37.6 billion for the Department of Defense reflects a $490 million 
credit for working-capital funds. The working-capital enterprises 
are expected to sell to the appropriations about one-half billion dollars 
of goods and services more than they will spend to replenish stocks. 
In other words, the program levels of the Department of Defense 
activities will actually involve gross expenditures of $38.1 billion, but 
this will be offset by $0.5 billion of inventory reduction by stock and 
eer funds, resulting in net Treasury cash outlays of $37.6 

ion. 

While the overall expenditure estimate of $37.6 billion and the 
amounts shown by military department appear sound, there may be 
minor adjustments by program. 
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The expenditures recorded by each military department may be 
affected by the rate of billing and collection for items delivered in 
prior years. This is primarily a problem with respect to items pro- 
cured by the Army for the Navy and Air Force. It is not intended 
that any delay in billings or collections will affect the operating pro- 
gram levels of the three military departments. 

Mr. WiaaLeswortn. Thank you, Mr. Secretary, for the very in- 
forming and comprehensive statement. 


REORGANIZATION OF BUDGET TO SHOW MILITARY PERSONNEL COSTS 
BY FUNCTIONS 


Mr. Wiecieswortu. Mr. Secretary, with your long experience in 
the finances of the Department of Defense is there not some improve- 
ment in method of presentation to this committee or in accounting 
which, in your opinion, would take into account the utilization of 
military personnel by the various subdivisions of the 3 branches of 
the service and give the committee a really accurate picture of what 
the cost involved for each amounts to? 

Mr. McNet. Yes, sir; I believe there is. I would think that 
through an allocation and reporting procedure, each project, each 
expenditure account, and thus program summaries, activity reports, 
budget categories and the appropriation structure would reflect, for 
management purposes, the cost of military personnel assigned and 
utilized in carrying out respective functions. 

Initially such an effort should, I believe, be directed at support 
type functions such as medical, supply, et cetera, research and main- 
tenance or housekeeping expenditures. 

The preparation, presentation, and the justification of these classes 
of military estimates, and the subsequent recording and reporting 
of costs of operation at all levels would reflect a truer functional cost. 

At this time, with over a third of the total of fiscal year 1955 esti- 
mates being obligated for direct cost of military personnel, it is readily 
seen that commanders, managers or reviewing authorities do not have 
a realistic approximation of estimated or actual costs of specific func- 
tions, unless the costs of military personnel whose services are utilized, 
are included in estimating and accounting. 

Mr. SHepparD. May | inject a question, Mr. Chairman? 

Mr. Wiaeteswortu. Certainly. 

Mr. Suepparp. Mr. MeNeil, with reference to the question that 
the chairman has just asked and your response, is it presently in your 
mind that by so doing—that is, creating a change of operation, 
perhaps—this committee would have a more clarified view of actual 
departmental costs which at the moment we do not have because, 
may I say, of the free-wheeling aspect of military personnel that is 
being employed? 

Mr. McNett. Yes, sir. The proposal that I would suggest for 
your consideration would be one which would identify the utilization 
and cost of military personnel associated with different activities 
being carried on, with particular emphasis on housekeeping and 
support items, such as those in the Office of the Secretary of Defense, 
in medical care, in research and development, in supply and other 
support-type functions. 
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Mr. Wiccieswortn. I think the committee would very much 
welcome any suggestions that you may have to that end. 

Mr. Osrurtac. Mr. Secretary, this plano would not entail any 
measurable increase in cost of operation administratively, would it? 

Mr. McNett. No, sir. It cculd be handled very simply. The 
actual paymeat of military personnel in the field or in different instal- 
lations should not be complicated in any way, shape, or form. How- 
ever, any proposal that 1 would make would indicate how it would 
work througheut as well as in the fields in which it would initially 
be proposed to operate. I would be glad to submit such a statement 
of the principle I would propose, and subsequently as it can be de- 
veloped, a full outline of the procedure. 

Mr. OsrertaG. Off the record. 

(Discussion off the record.) 

Mr. Scrivner. Do you feel also that there could be seme rather 
substantial savings as a result of this program? 

Mr. McNelt. Yes, sir; very substantial savings. Such a plan 
should bring together the total costs by functions instead of merely 
one-third, two-thirds, or three-fourths of the costs, and whenever a 
commander or manager, in his management role, has a picture of total 
costs he cannot help but do a better job and a more efficient one. 
Similarly, wheo review authorities all the way up the line have a whole 
picture, the enly result can be a better evaluation of what is received 
for what is spent. In addition, the proposal that I would submit 
would permit the evaluation on a cost basis of the merits of using 
civilians versus military personnel in these support-type functions. 

In addition, in those cases where they were performing a manu- 
facturing or service-support type function the costs of military 
personnel, which are not now included in the cost, would be included as 
a cost of production of the end item or of the service to be rendered. 

Mr. SHeprparp. Mr. Chairman, may I inject one more question 
that is applicable to this situation? 

Mr. Certainly. 


REVENUES AND RECEIPTS OF MILITARY SERVICES 


Mr. Suepparp. Mr. Secretary, on the recent inspection tour | 
made, in checking on the income of the respective stations, posts, 
et. cetera, I found there was a considerable volume of money that was 
reflected back to the post, for instance by serving a community with 
water or electricity and various and sundry other things. There is 
no question in my mind but what those funds were going to the 
Treasury Department, and properly so, but in the budget the credit 
is usually not reflected to the appropriations. 

In other words, the Department of the Army gets $20 billion, we 
will say, just to use a figure here. So far as the committee is concerned 
or knows, when you come up for next year’s budget, we concern 
ourselves with and have explained to us the unexpended and unobli- 
gated balances. However, there is nothing reflected in there for the 
income that has emanated from the functions of the previous appropri- 
ations that has reverted to the Treasury. 

If this would not cost an excessive amount of money it would seem 
to me we would get a more truthful budget that way. In other words, 
at the end of the year the Army, while charged with $20 billion, had to 
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its credit, which had reverted to the Treasury, we will say $500 
million. Would that entail so much bookkeeping that it would be 
prohibitive, in your opinion, in order that the committee might have 
that in the budget? 

Mr. McNett. No, sir. 

The military departments account separately for moneys received 
in payment of charges for water, electricity, telephone service, etc., 
furnished to communities located in the-immediate vicinity of posts, 
camps, or stations. 

However, present statutory requirements do not permit the military 
departments to reflect collections for utility charges, rents, and similar 
items as reductions to their current operating budget. Such collec- 
tions come under the classification of revenue and must be deposited 
to the Treasury Department as miscellaneous receipts. The Treasury 
Department reports all miscellaneous receipts identified by type of 
receipt, i. e., fees, rents, royalties, etc., and by source, agency, or 
department in the annual Combined Statement of Receipts, Expendi- 
tures, and Balances of the United States Government. 


SUMMARY OF OBLIGATIONS, EXPENDITURES, AND BALANCE 


Mr. WicGLeswortu. Mr. Secretary, vou have indicated, as I 
understand it, for fiscal vear 1955, that if we include the public-works 
program of about $1,100 million, to be submitted later, there will be 
new obligational authority requested of about $30.9 billion, which, 
added to a carryover of $51.6 billion, gives us available for expenditure 
about $82.5 billion. Your estimated expense is $37.6 billion, leaving 
something less than a $44 billion carryover of unexpend funds into 
1956. 

Mr. NeNer. That is correct, sir; after deducting $1.2 billion which 
will be expected to lapse at the end of the next year. 

Mr. Wiccieswortnu. There will be available for obligation in 1955, 
according to the first table in your statement, a $8.5 billion carry- 
— plus $30.9 billion in new obligational authority, or roughly $39.5 
villion. 

Mr. NcNett. That is correct, sir. 

Mr. Wiae_eswortn. Compared with $43.9 billion in the current 
fiscal year. 

You estimate actual obligations in the current fiscal year as between 
$34 and $35 billion, as compared with $39.5 billion available for obli- 

ation in fiscal vear 1955, and you tell us that it is anticipated in 
seal 1955 that in the neighborhood of $3 billion will be reserved for 
obligation in fiscal 1956. 

Mr. McNetn. Yes, sir. 

Mr. Wiacitesworts. Most of that is in Army procurement and 
production is it not? 

Mr. McNet. A substantial portion would be, but there would also 
- — in the Navy, some in the Air Force, and some in Public 

orks. 

Mr. Wiaeieswortu. Would you insert in the record at this point 
a table that will show the composition of the estimated $3 billion by 
service and by category? 

Mr. McNett. I think we can, sir. We would have to recognize that 
it will be a very rough estimate to break it down by service. In a 
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case of this kind one can make an estimate of the overall totals much 
easier than one can be specific. With that in mind we will do our 
best to supply that kind of a breakdown. 

(The information is as follows:) 


Estimated unobligated balance, by budget category, as of June 80, 1954 
{Millions of dollars} 


| 


Budget category Navy Air Force OSD and 


interserv ice 


| 


111. Major procurement and rena, (2, 769) (2, 238) 


(c) O 
V. Reserve components (construction) - 
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Mr. WiaGLeswortH. Now, toward the bottom of page 3 of your 
overall statement you estimate that roughly a half billion dollars in 
annual appropriations will probably remain unobligated. 

Mr. MecNet. Yes, sir. 

Mr. Wiae.esworru. Is that in addition to the $3 billion we have 
just referred to? 

Mr. MeNeEt. Yes, sir. 

Mr. Wigeieswortu. What is that half billion dollars? 

Mr. McNett. That is largely, sir, bits and pieces from literally 
thousands of separate allocations that must be made within each of 
the separate appropriations, and recognizes that within certain funds 
that may be appropriated for maintenance and operations every 
effort will be made during the coming year to apply improved manage- 
ment practices and improved procedures. 

We cannot identify precisely where all these things will happen, but 
with the progress that is being made and with the spirit that is grow- 
ing in the Army, Navy, and Air Forces we are just as certain as one 
can be that in all the different programs, in maintenance and opera- 
tions particularly, there are going to be amounts appropriated that 
we will find one year later will not have been obligated. 

Mr. Wiee.ieswortn. In other words, as of the present time your 
estimate is that out of the $394 billion available for obligation in fiscal 
1955 there will be something like $3% billion that will not be obligated 
and will be carried over into fiscal 1956? 

Mr. McNett. Yes, sir. 

Mr. Garuock. Or lapse. 

Mr. McNett. If it is annual money it will lapse, of course. 

I would like to add another point there. In the same paragraph to 
which you are referring we say that the budget request and carryover 
balances would, from a practical standpoint, permit obligation during 
1955 of between $35 billion and $36 billion. 

Mr. Wiace.ieswortn. That is the $39% billion less the $3% billion? 

Mr. McNett. That is correct, sir. This committee has done a very 
real service for the Department of Defense in providing much of our 
procurement money under the continuing-type appropriations. This 
authority has been a most important factor in making it possible to 
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avoid June buying rushes that have plagued the Government for 
decades. For that reason we purposely used the term “permit 
obligation.’”’ It is possible that ee will be some moderate portion 
of the $35 billion or $36 billion that will not be obligated, because with 
the latitude this committee has given us we do not have to rush out on 
= 30th of June to obligate something just because the money will 
apse. 

If an aircraft development for the Air Force or Navy is coming along 
with important tests to be conducted in July good-business judgment 
would dictate that you not make a decision to purchase on June 25, 
but that you had probably better wait to August 1, or until after the 
tests had been evaluated. It is the same in other fields, such as 
missiles and other types of new equipment. With this latitude you 
can apply good-business judgment and not place contracts until you 
are reasonably sure the item is what you absolutely want. 

Mr. Sueprarp. Will the chairman yield at that point? 

Mr. Certainly. 

Mr. Suepparp. Your statement is very clarifying, Mr. Secretary, 
with one reservation. I am sure from your long experience you are 
familiar with the fact that the House already severely inquires into 
the utilization of funds for purposes other than those for which they 
were appropriated. By the method to which you have just addressed 
yourself, it was not your intent with this elasticity which the com- 
mittee has given on this type of function that you will apply those 
funds over to another procurement as against what was justified 
before the committee? 

Mr. McNett. No, sir; I had in mind that if we had asked this 
committee for funds for interceptor aircraft, we would plan to buy the 
interceptors, but if the interceptor design and test was not far enough 
along on June 25 to make a good business decision you would wait 
until the tests were complete. It might be tested in July and you 
would buy it in August. Or you might not buy in August if the par- 
ticular model under consideration did not prove out. But there would 
be no intent to use the funds for purposes not intended by the appro- 
priation. 

Mr. SuHepparp. Thank you, 


MILITARY PERSONNEL COSTS 


Mr. WicGLesworin. On page 5 of your statement under “Military 
ersonnel costs” you state that new obligational authority is $10.6 
villion, or about $600 million less than for the current fiscal year. 

Mr. McNett. Yes, sir. That ties in to the man-years shown in the 

succeeding paragraph. 

Mr. WicGLeswortn. That is about a 6-percent reduction; is it not? 

Mr. McNet. 240,000 man-years. Just about, sir. 

Mr. WiaeLeswortH. That is based on average or man-years? 

Mr. MecNet. Yes, sir. The total reduction would be more than 
that at the end of the year. 


REDUCTION IN “MAINTENANCE AND OPERATION” ACCOUNT 


Mr. Wiacieswortn. Is that also true with respect to your mainte- 
nance and operation reduction? 
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Mr. NceNet. Yes, sir; except that in the case of the maintenance 
and operations reduction the budget as submitted had to include 
funds expressed in dollars for the support of our forces in Germany. 
If subsequently there is an agreement with the Federal Republic of 
Germany which will provide us occupation support—that is, support 
in terms of goods and services—there are certain adjustments that 
can be made in our maintenance and operations account. It is 
estimated that the equivalent of approximately $400 million will be 
accepted for maintenance and operations this year. Our budget 
estimate for next year included about $350 million in the maintenance 
and operations accounts which could be eliminated if we continue to 
receive the current level of support from Germany and if the Depart- 
ment of Defense continues to have the authority to accept such 
support without charge to appropriations. 

Mr. Wiacieswortu. In other words, the question raised in con- 
nection with your statement about the accounting for foreign cur- 
rencies or for foreign services and supplies is reflected w holly under 
maintenance and operations? 

Mr. NcNetw. The bulk of the occupation support goes for mainte- 
nance and operations purposes. About $30 million would be classified 
under our procurement and military personnel accounts. 

Mr. WieeLteswortu. Under the direction of the Bureau of the 
Budget you are including $350 million for fiscal 1955 under this item 
which would not have been included under the system which prevails 
in the current fiscal year? 

Mr. McNett. Yes, sir; but there is one more reason. That is that 
the agreement for Germany to supply this support has not yet been 
executed. 

Mr. WieGieswortu. For fiscal 1955? 

Mr. McNem. For the fiscal year 1955; that is correct, sir. 

Off the record. 

(Discussion off the record.) 

Mr. WicG.ieswortu. I understand there is a separate statement to 
be submitted to the committee covering this in detail later? 

Mr. MeNet. There is, sir. 


OPERATION CLEAN SWEEP 


Mr. WiccLeswortu. Now, running through your statement, I find 
you refer under the decrease in what we may call our housekeepin 
expenses, to the reviewing of requirements for new equipment sad 
supplies, to the reexamination of inventories already on hand, and to a 
project called Operation Clean Sweep which has been initiated to re= 
move unserviceable, obsolete or surplus items from the supply systems 
of the three military departments in order to reduce warehousing costs 
and to free needed space. 

What is the nature of that operation, what is the scope of its 
possibilities, and how far has it progressed? 

Mr. McNet.. It is intended to be servicewide and cover practicall 
all items in inventory. There has been left over from World War I, 
and even in some instances prior to that, a number of items that are 
either unserviceable or obsolete. The human tendency just to’ put 
things in the attic applies to the military departments as well. 
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Assistant Secretary Thomas and the supply ior in the three 
services laid out a program late last fall which, following our tendency 


to give a name to a plan, was called Operation Clean Sweep. It is 
intended to go completely through the inventories, and where there are 


excesses or surplus items try to get them converted into cash. Where 
there are items that could only be junked, at least try to get whatever 
salvage value there is. 

There were two reasons. First was to make the supply system more 
workable. Next was to reduce warehousing costs and free-up needed 
storage space. 

Mr. Wiccieswortx. How much of the job is done, would you say? 
Have you just scratched the surface? 

Mr. McNem. I would say we have just scratched the surface to 
date because the new program has been underway only since late 
last fall. 

WAREHOUSE SPACE 


Mr. WiaGieswortn. The Secretary of the Air Force indicated that 
he needed a lot more warehouse space. Is that going to be taken 
care of in whole or in part by this operation? 

Mr. McNet.. I do not know that anyone could give you a good 
or clean-cut statement on that. Certainly this will make space avail- 
able that no one knows of today and it might be the warehouse space 
of another service. It will certainly reduce the requirements. 

Mr. Wieeieswortu. How long a job would you guess it is? 

Mr. McNew. It is a perpetual type of thing that ought to be 
carried on persistently year after year. I would say the first phase 
is at least a 2-year task. 

Mr. WiaGLeswortu. Two years more? 

Mr. McNett. Yes, sir. 


MAJOR PROCUREMENT AND PRODUCTION 


Mr. WieeLeswortH. Under “Major procurement and production” 
ou say you have had $83 billion provided in the 4 years 1951-54. 
t is estimated that the unexpended balance at the end of the current 
fiscal year will be $36.3 billion. That means, if we take $36.3 billion 
from $83 billion, that you will have expended roughly $46 billion in 
4 years, or about $11.7 billion per year, and you will have $36.3 billion 
left, or about a 3}-year equivalent. 
Mr. McNett. In addition to the $83 billion provided by the Con- 
am in fiscal years 1951 through 1954, there was an unexpended 

alance of a little over $5 billion at the beginning of fiscal year 1950. 
Consequently, there was a total of $88 billion available for expenditure 
during these 4 years. Actual expenditures totaled close to $50 
billion, while $2 billion was lapsed or transferred. Expenditures in 
1953 and 1954 were much higher than they were in 1951 and 1952. 

Mr. Wiaetesworru. Will you insert at this point in the record 

what the 1953 and 1954 expenditures were? 

Mr. McNetu. Yes, sir; I can insert it right at this time, sir. 

Mr. All right. 

Mr. McNet. Against the average of $12 billion which you sug- 
ested, Mr. Chairman, in fiscal year 1951, it was $3,976 million, n 
seal year 1952, $11,478 million; in fiscal year 1953, $17,123 million; 
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and in fiscal year 1954 it is estimated at $17,273 million. Expenditures 
for fiscal 1955 are estimated at $14,546 million. 

Mr. WicGLeswortu. Then you are going to have on hand for ex- 
penditure funds for 2 years or more? 

Mr. McNetm. About 2 years, sir, that has been obligated. I might 
add, Mr. Chairman, that a large portion of these procurement and 
production funds represented by the approximately $33 billion of 
eo ascais obligations at the end of December 1953 were for air- 
cralt. 

Mr. Wicc._eswortuH. Further down on page 9 you state that the 
Army will have an unexpended balance for major procurement of 
$7.3 billion, of which approximately $4 billion is expected to be 
unobligated: 

These funds are more than adequate to finance the Army procurement program 
during fiscal year 1955. 

Mr. McNett. Yes, sir. 

Mr. Wiac.ieswortH. That is with respect to 1955 for the Army, 
and what we referred to before was with respect to 1956, on the 
$3% billion unobligated carryover for all three services? 


WORKING CAPITAL FUNDS 


Mr. Wiee.eswortH. You state on page 15: 


Considerable progress has been made during the past year in extending the scope 
of working capital funds, and considerable savings have been realized from their 
operation. * * * A great deal still remains to be done * * * 

Can you elaborate on that somewhat? 

Mr. McNett. Yes, sir. 

Mr. Wiaaieswortu. The so-called replacing accounts were all 
abolished, were they not? 

Mr. McNett. Yes, sir; effective as of July 1, 1954. 

Mr. WiaeieswortH. There was some comment both as to stock 
funds and as to the Army management fund of a very critical character 
in the committee’s report last summer. 

Mr. McNett. In the case of the Army the progress in getting the 
stock fund principle installed has been slow. In December, however, 
the Army made a great forward step to my mind, and that is this: 
The basic thing that had prevented the installation of the stock 
fund principle was the virtual ownership in each command of all the 
supplies under its jurisdiction. That was abandoned in favor of 
the principle that all inventories belong to the Army as a whole. 

That may sound like a very peculiar statement, but only when we 
can get all of the inventories at the depots, posts, camps, and stations 
and overseas in the one inventory account for a class of items, add 
what is on order, and then measure it by the amount consumed, can 
we ever get control of the supply problem. That has now been 
accepted as a principle by the Army. With that hurdle surmounted 
we can now go forward in the Army, I think with some speed in the 
installation of the stock fund principle. 

In the Navy the principle has been carried through and medical 
supplies are now under full financial and item control. : 

In the case of the Air Force they have gone ahead with fuel and 
other petroleum products. So I think the next year is going to show 
some good progress in that, but there is still a great deal to be done. 
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In the case of putting some of our industrial-type operations under 
the working capital principle, progress is being made. Three more 
Navy shipyards are beginning under that principle this month. 
Two Army arsenals were cleared this last week. So we are at last 
breaking the ice on this principle in industrial-type operations, but 
there is still a great opportunity for progress in that field. One area 
where no tangible showing has been made is that of aircraft and 
engine overhaul facilities in either the Navy or the Air Force. 


ACCOUNTING SYSTEMS 


Mr. WiaeieswortH. Can you report any progress with respect to 
accounting systems (a) at the Pentagon and (6) with respect to 
individual field installations? 

Mr. McNem. Yes. There has been a considerable amount of 
work done. One of the great needs we have had in the Department 
of Defense is for a sufficient degree of uniformity between stations, 
between commands, and between departments in order to provide 
mee means by which we can evaluate performance and compare 
results. 

That was one reason that Secretary Wilson established the Cooper 
committee, which is trying to apply sound accounting principles 
more broadly than the present emphasis on bookkeeping alone. 

That is one of the reasons for the selection of the type of members— 
to get the broadest type of financial management principles adopted 
in the Department of Defense. That is one reason that Albert 
Bradley, of General Motors, was selected. He has had the job for 
that corporation of installing and operating a fiscal system which 
can achieve the benefits that fiscal management can contribute to 
a huge operation. That is one reason that Enders Voorhees, who I 
think has a committee working for this committee in another field, 
was selected. We wanted to cover merchandising of common-use 
items and install the best business practices; Joseph Hall, the presi- 
dent of Kroeger, was included, because we counes distribution in- 
cluded. We have Vice President Millham, of General Electric, on 
the manufacturing end. The other members of the committee were 
selected for the same basic reason. 

The committee and its staff are busy working now and hope by 
summer or early fall to have a rather comprehensive plan to get some 
uniformity into the accounting operations of the Department and an 
efficient, streamlined organization for financial management. 

Mr. Wiceteswort. You have in the past had great difficulty, 
have you not, in respect to the accounts of specific field stations, 
because of the many sources from which funds are received? 

Mr. McNett. Yes, sir. 

Mr. Wiacieswortx. How are you making progress to get that 
under control? 

Mr. McNem.. We are making progress. The Armry is now working 
on a reorganization plan. The most important part, I believe, covers 
those recommendations which deal with the organizational and 
reporting line of field activities to the Department. When that is 
established, there will be a clean line of organization to a field activity, 
and then a parallel line of funding and reporting back is feasible. For 
the first time we will have some go beg of their financial position. 
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CLASSIFICATION OF AIRCRAFT 


Mr. WiacLteswortu. The committee report made reference to the 
“classification of aircraft’? and said: 

One of the causes of confusion in a confused but, it is hoped, improving situations 
is the classification of aircraft by the services. Certainly, the arbitrary method 
in effect in the Air Force of setting a predetermined period during which an 
aircraft is considered as first line, and thereafter second line is wholly unrealistic. 
The Secretaries concerned should agree on a consistent formula to apply to all 
services since this matter is basic to the aircraft replacement programs. 

Do you know what if anything has been done in this connection? 

Mr. McNett. We do not as yet have a uniform formula between 
the two services expressed in writing. Personally I do not know 
that we will get it this vear. 

However, the matter is on the table at all times and decisions are 
being made based on the individual aircraft. I think there is in 
process an abandonment of the old, arbitrary terms of life. They 
are still being used, but so far as entering into the basic decision as 
to when a particular aircraft is to be replaced is concerned, it is having 
practically no effect on the decision. 

On the new aircraft, the right one must be sufficiently better to 
warrant the replacement. 

Out of that practice may grow some uniform statement of principles. 
Even then they will have to be applied with judgment on every basic 
aircraft design as each new model comes along. 


MILITARY AIR TRANSPORT SERVICE 


Mr. WieeLeswortnu. You referred in the course of your statement 
to the importance of putting MATS on a businesslike basis similar to 
that under which MSTS now operates. Can you report any progress 
in this connection? 

Mr. McNet. Since your report was made, the Military Air Trans- 
port Command out at Andrews Field has been working on the develop- 
ment of a proposal for installation of the working capital principle to 
that operation. It has not yet gotten to the point where it has been 
presented to the Office of the Secretary of Defense. We are watching 
its progress but it is not yet ready for presentation or discussion with 
the Secretary of Defense. 

Mr. WiacieswortH. Do you think it will be ready in the near 
future? 

Mr. McNett. I have every hope that it will be in the next 2 or 3 
months. I think it is a step that is needed. 


RATE OF EXPENDITURE 


Mr. Wice.eswortu. One other question: What is the rate of ex- 
penditure right now by the Department (a) in terms of hard goods 
and (5) in terms of soft goods? 

If you do not have it, will you supply it, please, for the record? 

Mr. McNett. All right, sir. 

(The information is as follows:) 

Expenditures for the military functions of the Department of Defense’ were 
$3,348,570,000 in December 1953. Of this amount approximately $1.5 billion was 
for hard goods and construction, $150 million was for soft goods, and the balance 
was for pay, operations and maintenance, and all other costs. 
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Mr. WicGLEeswortn. The committee will recess until 2 o’clock, at 
which time Mr. Scrivner will take over. 


(AFTERNOON SESSION) 
AMMUNITION SITUATION 


Mr. WiacG.ieswortu. The committee will come to order. 

Mr. Scrivner has the witness. 

Mr. Scrivner. Mr. MeNeil, one of the subjects that was up for a 
great deal of discussion last year, and has been discussed with prior 
witnesses this year, relates to ammunition. 

I note in your statement on page 11 you say: 

With the cessation of combat consumption of ammunition in Korea, mobiliza- 
tion reserves of many important types of ammunition have been accumulating 
rapidly. In order to maintain an effective mobilization base, and avoid the early 
necessity of shutting down production completely, it is planned to schedule 
ammunition production during the months ahead so that active lines of production 
will be maintained for a longer period than would otherwise be possible. 

Just exactly what is the situation in respect to ammunition and to 
our mobilization base? 

Mr. McNet. It differs, of course, by specific rounds. Taking the 
most critical rounds—the big money items—as the basis for discussion, 
one of those would be the 105-millimeter howitzer. Another would 
be the 81-millimeter mortar and another would be the hand grenades. 
I do not happen to have the hand grenade chart with me, but I have 
charts covering two items which are illustrative of the problem. 

In the case of the 81-millimeter mortar, the stock position as of 
December 31, was at this level [pointing]. Since we have no combat 
in Korea, it would be gaining at about this rate per quarter. With 
any plants running, the full mobilization requirement would be a 
little over this number [pointing] rounds. Therefore, before the end 
of the fiscal year we would be exceeding the mobilization reserve 


Mr. Scrivner. You would be exceeding it? 

Mr. McNet. Exceeding it. 

If there is nobody making it in the country, the Army chart would 
show they would want this number of rounds. Therefore, at the 
rate at which production has been scheduled for the first 6 months 
of this year, at the end of the first quarter of 1955 we would have met 
the mobilization requirements and production lines would have to be 
shut down. Therefore, it is rather imperative that if we are going 
to keep a line going beyond this coming September, the production 
rate must be slowed down. It has been reduced some, and it must be 
slowed down more if we are going to keep making it at all. 

In the case of the 105-millimeter howitzer, on December 31 the 
stock position was at this level [pointing] compared with this much 
lower level at the time of the Communist ession in Korea, when 
we thought we were in fair shape. We be going through the 
“cold plant’? mobilization reserve requirement before midsummer if 
the schedule is not changed rather mas . Therefore, to keep 
anybody making it beyond next year schedules will have to be very 
sharply reduced because we are already almost up to the mobilization 
reserve requirement—on a “warm plant’ basis. 

(Discussion off the record.) 
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Mr. Scrivner. Having listened to your statement, and having 
studied the figures that you gave us, and referring to the 81-millimeter 
suppiy, it would appear tnat rather than being in a period of shortage, 
we are rapidly coming into an era when we will have more than our 
mobilization base, and all other requirements, as we follow the program 
of keeping some of the plants at a low rate of production. 

Mr. McNett. The production rate has been high in recent months 
and considering that we have not had any combat consumption, the 
accumulation of inventories has very materially shortened the time 
when we can justify keeping plants running. 

Mr. Scrivner. Is the same thing substantially true with 105- 
millimeter howitzer? 

Mr. McNett. That is correct. 

Mr. Scrivner. As I looked over some of the figures that you gave 
us, you included not only what we require for our own military, but 
the requirements for MDAP as well? 

Mr. McNett. For the MDAP which has been financed. 

(Discussion off the record.) 

Mr. Scrivner. Now, coming to the matter of vehicles, this inquiry 
must, in view of its nature, be asked off the record. 

(Discussion off the record.) 


COST OF PREPARING DEFENSE BUDGET 


Mr. Miter. Mr. Secretary, a month or so back there was a UP 
story that got into circulation saying that it cost $30 million to prepare 
this budget. Do you care to make any comment on that story? 

Mr. McNett. I saw the story, sir. As I recall, it was based upon 
some 6 million man-hours supposedly devoted by the Air Force in 
the preparation of the budget, 4,750,000 by the Army, and 725,000 
for the Navy. 

I do not think that those figures are precise, but possibly it is the 
general magnitude of the time devoted in all the different parts of the 
world in the preparation of the budget. 

Mr. Scrivner. That is not too big. 

Mr. Miter. I called somebody at the Pentagon and they said 
they felt it was a pure and wild guess on the part of the writer. I 
think that they said their guess would be about 5 million man-hours, 
and they estimated the cost at something like 12% or 13 million 
dollars. But be that as it may, on a percentage basis it is less than 
one-tenth of 1 percent of the money involved. 

What I was particularly interested in is how that sort of publicity 
gets into such wide circulation, particularly when it does not seem to 

e too accurate. Do you have any idea as to the cause of that? 


Mr. McNem. No. There are 16 full-time people assigned to cover 
the Pentagon by press associations and the larger papers, in addition 
to many others who come in and out. If someone re an idea, or 


lacks something to send home, perhaps he may spend a day or week 
just asking questions of a lot of people to get a story. They might 
ask, “How long does it take to prepare a budget? How many people 
do you have? How many people do the technical services have?” 
That is the way these things develop. 
There is a thing that I would like to bring out. The preparation 
of a budget is not what a lot of people think it is. It has changed 
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very much over the past 4 or 5 years, or even 10 years. There was a 
time when making a budget was nothing but running an_adding 
machine, or a calculator, and multiplying out extensions. Budgets 
have gone a lot further than that in the Department of Defense in the 
last few years. The multiplication or arithmetic is only 3 or 4 percent 
of the work done. Actually, looking into what is likely to happen, 
or what is needed to carry out something—and I am talking about 
basic policy decisions and underlying facts, not necessarily dollars— 
actually takes the time. 

A few minutes ago we discussed the ammunition schedule. That is 
not the multiplication of so many dollars times the number of rounds. 
That is no trick at all. The time is spent in going into all the merits 
of the supply and usage factors and asking enough questions so that 
you can get a feel of whether it is about right or not. That is a 
time-consuming task. 

In doing that you find the results that come out of it are probably 
best illustrated by the change in the initial budget estimates of 2 years 
ago from $104 billion down to $60 billion. The effort that it takes to 
go into the hundreds of separate programs and bring about such 
shifts is time consuming. 

Mr. Mituer. | do not think that you need to defend the importance 
of-very careful planning and budgeting. There seems to be a tendency 
to get wide circulation on stories that tend to arouse people unneces- 
sarily, and in some cases, as probably in this case, without factual 
background. It seems to me it would be desirable that those irre- 
sponsible publications of stories involving our defense effort should be 
checked on and contradicted if they are sufficiently obnoxious to war- 
rant it. 

Mr. McNet. Certainly, Mr. Miller, I do not think we should 
contribute to them. 

Mr. Mitter. No. I do not think it is necessarily a part of the 
duties of the people in the Pentagon to supply piecemeal information 
which may be taken out of context and made the basis of some sort of 
an article like the one that I mentioned. 

Mr. McNet. I agree with vou, sir. 


RESEARCH AND DEVELOPMENT 


FUNDS AVAILABLE FOR OBLIGATION IN 1955 


Mr. Osrertac. Mr. Secretary, under research and development 
you indicate in your statement the general figure of $1,352,000, 000 as 
the amount budgeted for research and development for all services in 
our Defense Establishment. That is new money, I take it? 

Mr. McNet. Yes. 

Mr. Ostrertac. What is the amount of carryover? Do you have 
that figure available? 

Mr. Gartock. It is about $1,300,000,000. 

Mr. Osrertaa. In other words, there will be available, either unex- 

nded or in the form of new money, approximately $2, 700,000,000 
or research and development as of the beginning of the new fiscal year. 

Mr. McNett. Yes. Of the $1,352,000,000 that you mentioned a 
minute ago—— 

Mr. OstrertaG. I am merely combining the two. 

Mr. McNett. The figure of $1,209,000,000 will show in the direct 
research appropriations of the respective services. The other $143 


363 


million is a part of the maintenance and operation funds which support 
Government laboratories and so forth. I just wanted to add that. 

Mr. OsrertaG. You speak of direct research as compared to in- 
direct. 

Mr. McNett. Yes. 

Mr. Osrertac. In your statement you point out that $143 million 
represents the indirect costs. The general amount of nearly $2,- 
700,000,000 is for direct research; is that not correct? 

Mr. McNett. All but the $143 million. 


PERSONNEL COSTS 


Mr. Mituer. Does that include both uniformed and nonuniformed 
personnel? 

Mr. McNett. It does not include uniformed personnel assigned to 
research. 

Mr. Osrertac. Do you have any estimate as to what that would 
amount to? 

Mr. McNet. I can get an estimate on that. 

Mr. Scrivner. I have the figures for fiscal year 1954. It has been 
read into the record before, but I do not think it will hurt +> repeat it 
now. 

In the Army there were 26,912 civilians and 11,600 military. 

In the Navy, 28,827 civilians and 8,331 military. 

In the Air * eam 21,469 civilians and 21,685 military. 

Mr. McNett. That would be a total of over 40,000 military. Their 
direct and indirect costs would probably run $7,000 average, which 
would be $280 million for the military personnel. 

Mr. Ostertac. Would this new plan that you speak of bring that 
into closer focus? 

Mr. McNett. Yes. 


TREND OF EXPENDITURES FOR RESEARCH AND DEVELOPMENT 


Mr. Osrertac. The plans and program for research and develop- 
ment varies very little from the program of the past few years; is 
that correct? 

Mr. McNett. Very little. I think it is about $38 million less in 
new obligational authority and the planned expenditure level is about 
$75 million below this current year. 

Mr. Osrertac. If I understood correctly, we were led to believe 
that the reorganization of the Defense Department would point up 
an integrated and balanced program—and that such steps would lead 
to measurable savings in research and development. In other words, 
we have better research and more research for less money, but ap- 
parently under the new organization we are spending the same amount 
of money as we have in the past. 

Mr. McNett. Well, sir, I think we should remember that in 1952, 
and no doubt it was presented to you people last vear, the expenditure 
level was headed toward $1,500 million to $1,600 million a year. 
Now, when discussions were held before your committee last year 
expenditures for direct research were scheduled to be about $1,300 
million and going up to $1,500 million. So while the expenditures are 
not down yet, because they were on their way up, the direction defi- 
nitely has changed and the scheduled expenditures of 1955 are at least 
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a pater below what they would have been had they been allowed 
to drift. 

Mr. OsrertaG. Do you feel that the program has now leveled off 
to the point where we can reasonably assume that there will be an 
increase, in vital research, over what we have had before now and that 
a substantial reduction in what might be termed “many useless proj- 
ects”’ will take place? 

Mr. McNen. I think so, yes. 


EFFECT OF PENDING LEGISLATION ON BUDGET 


Mr. Ostertac. Mr. Secretary, what about the legislative program 
as supported or recommended by the Defense Department? What 
effect will that have on this budget? 

Mr. McNett. I find it difficult to make a direct answer to your 
question at this time because there are several programs that may be 
presented that have not as yet been firmed up. 

For example, there is a lot of work underway on the reserve 

rogram—to make our reserve forces more effective. At this point 
ips give you an estimate of whether it would involve increased 
expenditures, or whether what may be contemplated could be accom- 
plished within the amounts presently requested. I know of nothing 
now that would make any significant difference in the amount that 
we have asked for that area for the coming year. 

There has been discussion of the medical-care program. The plan 
has not been finally worked out nor has the extent to which bene- 
ficiaries would participate in the costs been determined. If there is 
no beneficiary perscipe son it could make a difference of as much as 
$90 million. Part or all of that might be required depending upon 
the nature of the program and when it was authorized. That is my 
problem in trying to answer your question specifically. 

(Discussion off the record.) 

Mr. Osrertac. Yesterday, Dr. Hannah described the military 
manpower program and he said in substance that perhaps certain 
changes ought to be made in laws which have been recommended in 
certain reports, or by the Defense Department. It seems to me only 
fitting and proper that the Defense Department, if it has such a 
program and has made certain recommendations to the Congress, 
you should be in a position to tell this committee what effect such 
recommendations will have on this budget. 

Mr. McNett. I agree with you, sir. 

Mr. Gar.ock. Every proposal that goes forward to the Bureau of 
the Budget from the Department of Defense has attached to it how 
much it will cost and whether or not it is included in the budget, So 
any time any legislation is sent up, that information is available. 
Usually it is transmitted to the Congress when it is submitted. 

Mr. McNett. With reference to housing, any new proposals will be 
within the amount for public works proposed for later transmission. 

Pay is another thing. Any change in pay rates is not included. 
At this moment I do not know what, if any, recommendation will be 
made by the administration this year. 

Mr. Osrertac. It has been pointed out that the Congress is 
primarily responsible for some of these conditions which affect morale 
and certain conditions that exist in the military establishments, and 
if some of these changes were to be brought about by the Congress on 
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the recommendation of the Department of Defense, we should know 
and you people should know in the first instance its relationship to 
our whole fiscal picture. What can we do about it? 

Mr. McNett. In connection with pay, there is no provision in this 
budget for any changes in military or civilian pay rates. I do not 
know what the recommendations in that regard might be. 

In the case of medical care for dependents, the full plan has not 
been worked out by the administration. If there is no participation 
by the beneficiaries the cost could be on the order of $90 million. 

In the case of some of the things mentioned by Dr. Hannah, I do 
not see how some of the so-called fringe benefits, to which I think you 
have reference, would require a change in the budget request. 


ESTIMATED SAVINGS THROUGH USE OF INDIGENOUS PERSONNEL 
OVERSEAS 


Mr. OstertTaG. I have one more question which relates, Mr. 
Secretary, to the manpower picture. I am sure we are all agreed that 
the cost of manpower and any adjustments or improvements that are 
effected in the program will measurably affect the budget. Many 
of us have been concerned with the problem that involves indigenous 
personnel overseas, and while I understand the Air Force has com- 
pleted a study, or survey known as Native Son, the other services 
are either embarking upon such a survey, or are about to take stock 
of their situation. 
Have you any estimates as to what might ultimately be saved, 
dollarwise, by a proper development and adjustment in the employ- 
ment of indigenous personnel overseas during the next fiscal year? 
I mean ina general way. The question is will there be any measurable 
saving and to what degree? 
Mr. McNett. I think that there will be. I have a little difficulty 
in putting a precise, or even an approximate, price tag on it for 2 or 3 
reasons. 
One is that if local labor is engaged to take the place of an inductee 
in the Army, it can make a difference of 2 people because of the time 
and training, shipping and support. Moneywise, the change can be 
more than 2% times. 
Mr. Osrertac. That is right. 
__Mr. McNett. Some of those savings, dollarwise, are difficult to 
identify. At the present time, all three services are working toward 

lacing a larger proportion of military personnel in the combat units. 

his is being done by a number of methods. In some cases, marginal 
or unnecessary noncombat positions are being completely eliminated. 
In other cases, civilian personnel are being substituted for military 
where the task is essential, but can be performed by a civilian—guards, 
forexample. Overseas, we are attempting to hire indigenous civilians 
as much as possible to replace military personnel and, in some cases, 
United States civilians. Thus, we may find that during a period in 
which the Army hired 10,000 indigenous civilians, the reduction in 
the number of military personnel in noncombat positions may have 
amounted to 20,000 or 30,000. That is one of the reasons that I am 
having a little difficulty in translating the effect of this program into 
dollars. As far as buying a certain degree of military strength is 
concerned, you will buy a great deal more if you use local labor to the 
extent that vou can. 
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Mr. OsrertaG. That is right. Let me ask you this: In Germany, 
for example, in the employment of indigenous personnel, is that a 
charge against the German Government? 

Mr. McNetw. Yes. It would be for practically everything. 

Mr. OsrertaG. We are not paying for it? 

Mr, Garvock. It is not a cash withdrawal from the United States 
Treasury. 

I might mention the Army is presently in Germany using over 
96,000 local employees. 

Mr. Osrertac. Would you say that is the maximum number we 
could properly use? 

Mr. McNetm. No. I think there probably can be some more, or 
some additional shift between military and civilian. 

Mr. OsrertraGc. Are we moving toward achieving the proper bal- 
ance? 

Mr. McNet. Yes, I think so. A year or two ago the Army was 
using a considerably larger number than at present. But many 
people were being used in types of work which did not seem to be a 
proper use of civilian employees. Therefore, the then Secretary of 
the Army issued instructions to review this type of employment and 


make sure that indigenous personnel were used only for the types of 


activities for which appropriated money is normally used. Some 
47,000 were dropped, and as is often the case, the pendulum swung too 
far in the other direction. 

We had a meeting in Mr. Wilson’s office with the Chief of Staff of 
the Army and the Secretary, the Vice Chief, and others, and they said 
there were certain additional things that could be done. They were 
authorized to proceed immediately. 

The initial instruction was intended to wipe out abuses, but it was 
not intended to reduce indigenous employment where it could be 
effectively used. The Army indicated they were going to proceed 
to correct the situation. 

1 would like to add a remark with regard to this question. The 
employment of civilian foreign nationals is not entirely new.. True, 
the Air Force has not done much of it in the past. The employment 
of foreign nationals in support of our military functions totaled 
411,000 as of December 31, 1953. Of that total of 411,000, 322,000 
were Army, 19,000 were Navy, and the Air was almost 70,000. Of 
the Army’s 322,000, 96,346 were Germans, 106,695 were Koreans, 
and 119,406 were Japanese. 

Mr. Scrivner. In connection with that, when Mr. Miller and I 
were in Europe last fall we went pretty heavily into the indigenous 
personnel question because we thought we saw a great opportunity 
to save money for the taxpayer. Since then, I understand, particu- 
larly the Air Force has stepped up its indigenous program. When 
we were there the Army told us that they were cutting down due to 
some interpretation of an order that we could not quite understand. 
At the same time the Army said that they were cutting down, the 
Air Force said that they were planning to build up, and they did 
oppeniant from the figures we have had in recent days. 

Mr. MeNeww. Off the record. 

(Discussion off the record.) 

Mr. OstrertaG. May I just add it would seem to me that Germany 
is one place in Europe where we might utilize indigenous personnel to 
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the limit because we do not have the same conditions, namely, trouble 
with communism as compared to some other countries. 
Mr. McNett. I think that you are absolutely right. 


MAJOR PROCUREMENT AND PRODUCTION, ARMY 


Mr. Hruska. Mr. Secretary, in your statement you report there 
will be approximately $4 billion unobligated in major procurement and 
production accounts of the Army, and this is more than enough to 
finance the procurement program during the fiscal year 1955. 

If there were no unobligated sums of that kind, the Army, I presume, 
would be called upon to furnish justification for any request for new 
obligational authority that it would require. Is a similar justification 
being made for the purpose of retention of the $4 billion? 

Mr. McNett. Yes. 

Mr. Hruska. Do you know how much more than adequate this 
$4 billion is as of this time? 

Mr. Garuock. Secretary Stevens testified to that. 


Mr. Hruska. If he has covered it, I will withdraw the question. 
EFFECT OF CESSATION OF HOSTILITIES IN KOREA ON 1954 BUDGET 


What effect on the current fiscal year’s budget did the signing of the 
Korean truce have on the budget? 

Mr. McNett. I would make the broad estimate that it had an effect 
of at least $2 billion as far as new obligational authority is concerned. 

Mr. Hruska. Can you furnish a breakdown? In need not be done 
at this time, but we are going to be asked that question again and again 
on the floor, and elsewhere, and I think that it might serve a purpose 
if that were in the record at this point, so that we could have some 
figure. 

Mr. McNett. We will do so, and the biggest single item would be 
the ammunition that would not have to be purchased to replace that 
consumed. That would be the biggest single item. 

(The information requested is as follows :) 


Errect or Cessation or Hostitirigs IN KOREA ON THE FiscaL YEAR 1954 
BupGer 


As Secretary Wilson stated earlier in these hearings: ‘When we presented the 
revised fiscal year 1954 budget last year, we informed Congress that approximately 
$2.2 billion had been added to the original budget request to provide fully for 
combat operations in Korea and for the cost of equipping additional Republic of 
Korea divisions. We promised that these funds would not be used unless re- 
quired, and appreciate the confidence shown by the Congress in providing these 
funds without imposing restrictive provisions in the appropriations act. Although 
the build-up of the ROK divisions is progressing as planned, and certain additional 
costs are involved in maintaining our forces on a combat-alert basis in Korea, I 
am pleased to inform you that virtually none of the $2.2 billion you provided for 
Korean costs will be obligated during the current fiscal year. The availability 
of these amounts has been taken into account in determining the new funds 
required for fiscal year 1955.” 

In terms of budget categories, the $2.2 billion is distributed as follows: 

Billion 

Military personnel costs------...-------------- $0. 4 


45960-—54 24 
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Mr. Mr. Mahon. 

Mr. Manon. Mr. Secretary, your statement is very illuminating. 
One can find the answers to many of the questions that will later 
arise by a rereading of your statement. I want to commend you for 
setting forth so many essential and important facts in a way that 
will be of maximum use to the committee. 


IMPROVED METHODS OF ACCOUNTING FOR EXPENDITURES 


I was interested in your discussion this morning with Mr. Sheppard 
and with the chairman in regard to a new technique which you have 
been thinking of for some time that might enable us to keep a better 
check on expenditures of dollars by the Defense Establishment, and 
which would enable us to save some money. 

When you do present a statement for the record, I wish that you 
would make it as full and helpful as you can. I realize that off the 
record this morning the rough outline you gave us was a pretty good 
picture. Will you do that for us? 

Mr. MecNetu. Yes. 

(The information requested appears on p. 16.) 


VARIATION IN EXPENDITURE OF FUNDS FROM PURPOSES FOR WHICH 
APPROPRIATED 


Mr. Manon. We spend months every year listening to reasons 
why you need certain dollars, but we spend only a limited period of 
time finding out just precisely what was done with the money. You 
understand that? 

Mr. McNetw. Yes. 

Mr. Manon. You tell us it is obligated and spent, but we do not 
get into the detail about it. 

To what extent does the Department of Defense in its varied 
branches deviate in the spending of money from the avowed purpose 
expressed as to why the money was needed when we have the hearings? 

Mr. McNett. Between classes of items there is very little deviation. 
Within classes of items there is considerable deviation. 

Mr. Manon. Would that run into very large figures? Would it 
run up to $100 million? 

Mr. MeNet. Yes, sir. 

Mr. Manon. I am only asking for a guess. What would be your 
best guess on it? 

Mr. McNew. May I ask a question in order to define the area? 
There may be presented by the Air Force or the Navy a statement in 
the detailed submission that they propose to buy a certain type of 
aircraft by number. 

Mr. Manon. Yes. 

Mr. McNett. Before the next 18 months go by that aircraft they 
intended to buy might not prove out, and they might buy another 
interceptor in its place. ‘ 

Mr. Manon. That is right. 

Mr. McNet. If you include those types of adjustments the 
amounts would be very substantial. 

Mr. Manon. It could run into several hundred million dollars. 

Mr. McNutt. Yes; if you include that type of thing. 
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Now, the shift between X number of rounds of 105 howitzer am- 
munition and 155 ammunition will be involved. There will be shifts 
in the quantities between those. That would be rather substantial 
over a period of 18 months. 

But the shift between ammunition and trucks or between ammuni- 
tion or trucks and earth-moving equipment would be very minor. 

Mr. Manon. What is the yardstick followed by the Department of 
Defense in determining whether or not the Committees on Appropri- 
ations of the House and Senate will be advised as to any change in a 
program for the expenditure of funds? 

Mr. McNett. On a number of occasions in the last several years I 
know I have advised the committee when there was a change in 
character of the expenditure. 

I do not believe perhaps we have done as good a job as we might 
on advising of changes between classes of items. 

Mr. Manon. Of course, under the so-called performance budget you 
have considerable leeway in the expenditure of funds. You have to 
keep within the stated purpose in the appropriation, but that purpose 
may cover so wide an area that we tend to lose our control over 
appropriations. 

Mr. Gartock. Mr. Mahon, that is in accordance with the Budget 
and Accounting Act. After the money is appropriated we have to go 
through the apportionment process. In that review—which may be 
once p aot the year, or we may release the funds in segments over the 
year—we review it with the intention of keeping the money in the 
same classes. 

In other words, if they came up here and got the money for am- 
munition, they cannot go back and say, ‘“‘We are going to buy walkie- 
talkies with it.” We keep it for the same general purpose. 

If the purpose was to buy for the Army a new communications 
system, and some one has a gadget that is better than the one they 
thought they were going to buy, we assumed that was within the 
intent of the committee, of giving a communications system. 

As to the Army, they will be justifying all of that appropriation 
again, for the money that they have. They are not going to spend it 
for the purposes for which they originally testified, but they will pre- 
sent iv detail their current plans for the whole program. 

In the Air Force, in the aircraft procurement, they will be justifying 
about $4 billion worth of aircraft, and they are only asking for about 
$2.4 billion. Much of that $1.6 billion was for spare engines and other 
spares that they are carrying over into fiscal year 1955. After con- 
siderable help from these committees, shall we say, we got reconsidera- 
tion of the spares requirement. The money was held back. They 
recomputed and found they did not need it. 

That money is now being applied against new aircraft, and it is 
going to be rejustified to the committee. 

As between whether we should buy a J—57 engine or a J—58 engine, 
if there is such a thing, I would think that the intent of the committee 
was that we have a good engine, but not be limited to the one we may 
now think would produce the most power 12 or 14 months from now. 

Mr. McNei. That $1.6 billion Mr. Garlock mentioned for the 
Air Foree was not used for the purposes for which you gave it to us, 
but before we use it, after July 1, it will have been presented to you 
for your consideration. They will say, “We did not use it for any- 
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thing. We did not use it for spares. We now desire to use it for 
the aircraft that are being presented to you in this hearing.’’ 

Mr. Manon. Suppose that some newspaper writer or Congressman 
should read the testimony of the last few minutes and write you a 
letter and say, “It appears from some of the hearings which | have 
read that the hearings of the Appropriations Committee are some- 
what phony, because whereas you come up and specify in detail what 
you want the money for, you go out and spend it as you please.” 
would like a well-considered answer to that question. 

The point is that if you request funds for a certain type of airplane 
you might later decide that it was not a good airplane and buy another 
type, with a similar objective in mind; is that right? 

Mr. McNett. Yes. 

Mr. Manon. The same thing is true with ammunition? 

Mr. Garuock. May I go off the record? 

Mr. Manon. Yes. 

(Discussion off the record.) 

Mr. Manon. If you have asked money to buy airplane X, and you 
think at the time that airplane X is a good fighter, if it should be later 
determined that airplane X is not fully acceptable it would be foolish 
and very improper for the taxpayers’ money to be spent to buy some- 
= that would not do the job. I think you are to be commended 
or that. 

On the other hand, I do think we ought to have as much control 
over expenditures as possible—that is, as practical. 

Aside from the field of procurement, how much variation is there 
between the actual expenditures of money and the basis upon which 
the expenditure is requested? How much change is there in that field? 

Mr. McNuu. Very, very little; and it is very rare, as between 
programs, say in maintenance and operations. 

Mr. Manon. You gentlemen have been in this business a long time. 
Do you think that by and large the overall will of Congress is carried 
out by the Department of Defense in the handling of appropriated 
funds? 

Mr. McNutt. do, sir. 

Mr. Garuock. That is what I consider to be one of our main 
functions, to see that it is carried out. 

Mr. Manon. Do you concur in that, General Moore? 

General Moore. Yes, sir. 


INCREASED EFFICIENCY IN DEPARTMENT THROUGH EXPERIENCE 


Mr. Manon. We supposedly learn by experience to do jobs better. 
We had practically no Defense Establishment in the 1930’s. We 
had a big buildup in the 1940’s. We had a slump in the latter 1940’s. 
We had a big spurt forward in our defense program in the early 1950’s. 

Naturally, in that sort of an operation a lot of money was inevitably 
wasted. The wisest managers in the world could not have prevented 
a lot of lost motion and a lot of waste. ; 

My question is this: Are all of the officials in the Defense Depart- 
ment learning better techniques? Can you say, “We are a little 
better this year than we were last year. We were better last year 
than we were the year before. We will be better next year, perhaps, 
than we are this year.’’ Are you gaining some experience and is this 
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Defense Establishment going to be in such good shape eventually that 
we can defend it with greater confidence in Congress? 

Mr. NeNetru. Without qualification I would say “Yes.” During 
the war many problems were solved by mass attack. If you needed 
certain quantities of material at a certain destination, you filled the 
pipeline so full that something had to come out at the other end, and 
ae speaking the people who had combat jobs got what ‘they 
needec 

It was obvious at the end of the war that there was an awful lot of 
material going in at the top of the funnel compared to the size of the 
funnel at the end of the pipeline. Really, | think you stated the 
problem pretty well, because in past years we were gearing a very 
massive operation to the techniques and systems that were basically 
designed for a very small operation. I think there is very rapid prog- 
ress being made in adopting the techniques and systems necessary for 
a Defense Establishment of the present dimensions. 

For example, so long as the Army was a relatively small one, item 
control of inventory might have been satisfactory. 1 do not think it 
ever was, but it might have worked. Today you must have financial 
accounting for property, because of the vast number of items in the 
system, and by classes a timely knowledge of the amount of consump- 
tion, measured by dollars, compared with the amount you have on 
hand and on order. 

The very fact that the Army has gone into financial accounting for 
their property in itself is probably one of the greatest single steps 
ahead they have made in that organization in years, because it is the 
application of just what every successful business has found necessary. 

The Air Force is going into it with a lot of vigor. They are going 
to get a lot of good out of it. The people there now are a pretty good 
a of people and are generally anxious to do an efficient job. 

am talking about the military people and on down the line. 

All they need to have is the right kind of system, adaptable to the 
big scattered operation and know how to operate it. That is coming. 
Every year you can see noticeable progress. 

Mr. Manon. At the request of the Defense Department following 
the Korean war we put a vast quantity of money into the Defense 
Establishment and said: “Take this money and build up our Defense 
Establishment and win the Korean war and strengthen our overall 
posture in dealing with world problems.” 

It is easier to appropriate money than it is to wisely expend it. 
You still have a lot of that money we gave you in the early days of 
the Korean war, and I am glad you have. But if you put coffee into 
the hopper and go to grind the coffee you eventually ought to get the 
grindings from the coffee. We eventually ought to get a dollar in 
value, approximately, for the dollars we put in. Are we doing that 
now pretty well, do you think? 

Mr. MeNem. I think so,sir. I think that the changes that we have 
mentioned several times during these hearings or that have been re- 
ported over the last 2 or 3 years you will find helpful. 

I tried to touch on them in my statement. At the beginning of the 
Korean war I think this Congress and this committee supported .us 
with everything that was proper. 

As I said in my statement, in lockiag backward we can see that we 
asked for certain moneys we did not need at that moment. Based on 
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the representations we made I think the committee did very well by 
us in supporting us, because you had to put a certain money pressure 
behind every important facet of the program on the basis of the best 
schedules that cur people gave you. Some of those schedules we know 
in ig is were not as sound as they might have been. 

So in the last couple of years—in fact, in 1953 as in 1954 and today— 
we are taking stock all of the time, because now we are in a position, 
with things in motion, to get a much better feel of it. There is in- 
creased recognition within the service: of what inventories they actu- 
ally need. If they are smartly handled the requirement is much less 
than under the old philosophy of building up a mass of materiel, 
hoping that something would come out at the end of the pipeline. 

r. Scrivner asked about certain trucks here a little bit ago. 
There was a case where a decision was made rather coldly, a calcu- 
lated decision—and I think a pretty good one—not to continue with 
the plan of storing huge numbers of trucks, because they have enough 
for their active forces and enough in storage for a reasonable operat- 
ing stock. That is the type of good business management that I 
think is growing by leaps and bounds in the place. 

Mr. Manon. It will be to the advantage of Congress and to the 
country when we can sell the country on the efficiency of the Defense 
Establishment. You know that. 

Mr. McNew. That is correct, sir. 

Mr. Manon. It will be good for the Democrats and it will be good 
for the Republicans. More especially it will be good for the country. 

I think from your experience you ought to be well qualified to 
work in this field. I think the committee is most anxious to coop- 
erate with all of you from top to bottom in an effort to do a better 
job with the taxpayers’ dollar. 

Mr. McNett. I would like to, and I think we can get the Defense 
Department running efficiently enough that my two tch brothers 
in the Middle West will be a to support a good defense level as long 
as found necessary. “ 

Mr. Manon. That is what we need. Thank you very much. 

Mr. Suepparp. Off the record. 

(Discussion off the record.) 

Mr. Suepparp. Mr. Secretary, I want to join my colleagues in 
expressing my compliments pertaining to the composition of your 
statement and its thoroughness; but to be perfectly frank with you 
from my long acquaintance with you and from your long experience 
in the field of your present operations it would indicate to me that is 
what one expect. 

I might say this to you: It is quite refreshing as compared with some 
of the other statements we are subjected to at times. 


LATITUDE IN TRANSFERABILITY OF FUNDS 


I think the field of interrogation covering your statement has been 
retty complete, but there is one matter 1 would like to refer to. 
Vestorda when Dr. Hannah was appearing before the committee he 
expressed a view somewhat as follows: If this committee would allow 
a 5 percent or possibly greater percentage of funds appropriated to 
be transferred to the Secretary of Defense, he felt that they could do 
a better job in the manpower operation. Well, I am sure you can 
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recall from past experience that there are many Members on the floor 
of the House who have quite vocally expressed their opposition to 
transfers of funds. That has been an historical procedure for quite 
a few Members of the House in the past, and that has been also ex- 
pressed by some members of the Appropriations Committee. 

I am wondering at this time, Mr. Secretary, if you would care to 
express a view pertaining to the necessity of an operation of that 
character in order that there actually could be a more efficient job 
done in the saving of the taxpayers’ dollars? 

Mr. McNett. | think, Mr. Sheppard, that some latitude in trans- 
ferability is desirable. I have had difficulty in determining with any 
preciseness the necessity for it. 

One of the best examples I think was that when you were chairman 
of the Navy Subcommittee in about 1946 or 1947, at Secretary 
Forrestal’s request, your committee and the Congress gave us a 5 
percent transferability at the close of World War Il. It was very 
helpful, I think. 

It was helpful psychologically much more than it was practically. 
That 5 percent transferability had a value of about $200 million, the 
appropriation being about $4 billion. We reported to you quarterly 
the transfers that were made under that authority. The total of 
transfers was $4 million. 

I would like to think we administered it judiciously and only after 
having brought it to the committee’s attention, before doing things. 
Psychologically it was probably worth more than that. It did not 
take too much in transfer authority even in those difficult days nght 
after the war during demobilization. 

So it is difficult to give you a definite answer. Yes, if you gave it 
to us I think psychologically it would be very helpful and desirable. 
I do not think we would use much of it, but it would eliminate many 
mental obstacles. 

Mr. Suepparp. Do you think under the existing appropriation 
requirement—I mean dollar-volume-wise—that there is any more 
necessity for it or as much necessity for it today as there was at that 
time? 

Mr. McNett. In my opinion there is not as much necessity today 
as there was then, when we had so many different appropriations and 
separate pots of money. 

Today we do have categories in the Army and Air Force, for exam- 
ple, such as maintenance and operations, which are rather broad, and 
we do have flexibility within each if it is needed. We have not used 
it to any extent even within an appropriation. 

But psychologically it would be helpful. The selling or defending of 
it, whichever is the right word, presents some real problems. 

Of course if it were granted we would try to administer it as con- 
servatively as we administered it when you gave it to us 8 years ago. 

Mr. Suepparp. Personally, I feel that is quite true, Mr. Secretary, 
and I would not approach it with any qualms based upon that 
analysis or bredidated | upon that thought. I do feel, however, that 
under the present stress of procurement—lI will use that term—it is 
not as essential today as it was then. . 

Mr. McNett. Because we have essentially all of our procurement in 
one or two appropriations for each service now. 
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Mr. Suepparp. I| further feel that if the innovation which you have 
referred to this morning goes into effect—and I personally hope it 
does—you would have less reason for it. Is my assumption proper or 
improper? 

Mr. McNer. Your assumption is correct, sir. As a matter of 
fact, it should solve the problem that Dr. Hannah had reference to. 

Mr. Suepparp. And would still maintain vested in the operations 
of the Appropriations Committee and the Congress a closer hold upon 
the appropriations than would obviously apply under transferability 
for any purpose. 

Mr. McNett. I think that conclusion would be inescapable. 

Mr. Suepparp. I am not going to ask you about the military 
aspects of this budget, because frankly I do not feel it is a proper 
question to address to you. Under the budget that has been pre- 
sented I am assuming that we will take care of the requirements as 
those requirements are presently expressed in the justifications that 
are to follow. 

Mr. McNet.. Yes, sir. 

Mr. Suepparp. That is all, Mr. Chairman. 


PERSONNEL CEILINGS 


Mr. Scrivner. Mr. Chairman, I have just one question that 
occurred to me in connection with the statement just made by the 
Secretary. 

One of our witnesses suggested that a better job could be done if 
we did not place a ceiling on civilian personnel; that the services 
seemed to accept that as a floor rather than a ceiling. I could not 
follow that myself. 

Mr. McNem. At this time I do not think there is anything gained. 
I do think that in the day-to-day operations we do lose by having a 
civilian personnel ceiling. I just do not see what the benefit is. 

Actually the control in the final analysis gets back to the funds 
available. 

Mr. Scrivner. Does the ceiling stifle anything? If so, how? 

Mr. McNett. At its present level and our present employment it 
does not, but it did a year and a half or 2 years ago for a time. It 
did force at that time the use of some military personnel for types of 
effort which I think was wrong. 

If we are up against the ceiling and a job is to be done and we have 
our present system of handling military personnel what you will find 
is that 100 military personnel are just moved in, or, as Mr. Garlock 
has mentioned to me, you go out and place a contract for the work 
to be done, and perhaps the cost is greater. 

While I believe we should do everything with private business that 
we can, many times the job, because the specialized machinery is 
already set up, can be done better in some Government facility. If 
we place the contract with a private firm we are still paying, in the 
contract price, for the people hired by the private firm, but they are 
not classed as Government-employed civilian personnel. It is that 
type of thing I am thinking of. 

Mr. Scrivner. You have been here for a long time. You know 
from your observations, which surely must coincide with many of 
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ours, that if we had not placed ceilings on we would have found our- 
selves in a rather difficult situation, would we not? 

Mr. McNett. I think, as to ceilings, that there have been years 
and periods when the ceiling approach was the only recourse the 
Congress had. 

Mr. Scrivner. I would hazard a guess, from what I have seen in 
recent months, that with this entirely different approach to economy 
that we have observed, where men actually thrill and take a pride in 
telling you what they have done in the way of savings, that perhaps 
as a matter of experiment we should not be adverse to taking a flier 
by taking off some of these restrictions and giving them an oppor- 
tunity to show what they can do. But that zeal for economy has 
not always existed in the military. 

Mr. McNett. That is correct, sir. 

Mr. Scrivner It is new. It is refreshing. It is a great ray of 
hope to me. 

Mr. MecNet. I think you express my views, that there have been 
times in the past that the insertion of ceiling restrictions was the only 
course of action you could take because there was not anything else 
you could get hold of. If we show the right spirit and are really 
trying across the board—and I think there is growing evidence of 
this all the time—I think a personnel ceiling is not a good thing. 

Mr. Scrivner. That is all, Mr. Chairman. 


Wepnespay, Fresruary 17, 1954. 
NATIONAL SECURITY TRAINING COMMISSION 


WITNESSES 


MAJ. GEN. JULIUS OCHS ADLER, USA RESERVE, CHAIRMAN 

ADM. THOMAS C. KINKAID, USN, RETIRED 

EDGAR G. SHELTON, JR., EXECUTIVE DIRECTOR 

MARGARET B. BUCHHOLZ, ASSISTANT TO EXECUTIVE DIRECTOR 


SALARIES AND EXPENSES 


Amounts available for obligation 


| 
| 1953 actual | 1954 estimate | 1955 estimate 


| 
| 
| 


Obligations incurred __-_._.....-.---------- 35, 55, 000 | 


Obligations by activities 


Development of policies and standards governing the National Security Training 


$35, 980 
55, 000 


i 
$37, 500 | $55, 000 | $55, 000 

Unobligated balance, estimated savings_--.................-- —1, 520 |-...----------]------------- 
55, 000 
Corps: 
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Obligations by objects 


| 1958 actual 


Object classification 1954 estimate | 1955 estimate 
Total number of permanent 0 . 5 6 6 
Full-time equivalent of all other positions................... 1 3 2 
Average number of all employees............--...---.....__- 4 7 6 
Average salaries and grades: 
General schedule grades: 
01 Personal services: 
pay in excess of 52-week base....__.......____ 141 180 180 
Payment above basic rates........................-.-. 12 1,000 1,000 
Total personal 31, 625 43, 475 43,475 
02 Travel.._- 1, 442 5, 000 5, 000 
04 Communication services. 1,314 2, 500 2, 500 
06 Printing and reproduction.--__................-.-..-.- 9 3, 000 3, 000 
@7 Other contractual services 209 250 250 
08 Supplies and materials_- ida 366 400 400 
09 Equipment. ll 350 350 
15 Taxes and assessments... < 20 25 25 
35, 980 55, 000 55, 000 
Analysis of expenditures 
1953 actual | 1954 estimate | 1955 estimate 
Unliquidated obligations, start of year...................-. $47, 544 $31, 548 $2, 000 
Obligations incurred during the year__................-...-- 35, 980 f 55, 000 
83, 524 86, 548 57, 000 
Deduct 
Unliquidated obligations, 31, 548 2, 000 2,000 
Tews 2. 51, 976 54, 548 55, 000 
Expenditures are distributed as follows: 
Out of current authorizations.-..................-..---..-. 34,171 53, 000 53, 000 
Out of prior authorizations......................-.-..- ages 17, 805 1, 548 2,000 


Mr. Wice_eswortu. The committee will come to order. 
We have before us at this time a request for $55,000 for salaries 
and expenses for the National Security Training Commission, the 
same amount as was provided for the current fiscal year. 
I understand General Adler, Chairman of the Commission, has a 


statement for the committee. 


General Apter. Yes, sir. The budget explanation is in detail. I 


will not read that, Mr. Chairman. 


May I say, before I read this statement, I am a little bit of a novice 


at this. 
in my profession. 
Mr. Srxes. Off the record. 
(Discussion off the record.) 


I am generally on the other end of the line, criticizing budgets 


General Apter. I would just like to read this statement to you, if 


I may. 
Mr. Certainly. 
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GENERAL STATEMENT OF GENERAL ADLER 


General Apter. Mr. Chairman and members of the committee, it is 
indeed a privilege to have the opportunity to appear before this 
distinguished group and present the views of the National Security 
Training Commission regarding its appropriation request for fiscal 
year 1955. 

Under the provisions of the Universal Military Training and Service 
Act, as amended, the Commisslon, subject to the direction of the 
President, is required to formulate comprehensive proposals regarding 
national security training, to prepare legislative recommendations, to 
establish policies and standards with respect to the national security 
trairing corps, and to exercise civilian supervision over the national 
security training program when it is implemented. 

At the direction of the President, the Commission has been and is 
conducting exhaustive studies and evaluation of all aspects of the 
proposed program. On July 23, 1953, the President filled three 
civilian vacancies on the Commission by reappointing Dr. Karl T. 
Compton, by appointing Mr. Warren H. Atherton, and by naming 
myself as chairman. 

The other two members of the Commission are Admiral Kinkaid 
here and Gen. Raymond S. McLain. 

At that time he issued a statement (see attachment) in which he 
requested the Commission to submit to him a report including (1) 
an examination of inequities in the present method of securing men 
for our Armed Forces Reserve and the burdens imposed with sug- 
gestions to remedy these inequities; (2) a discussion of the feasibility 
and desirability of operating a military training program to supply 
trained nonveteran reservists while at the same time continuing 
inductions for service; and (3) an evaluation of the relationship of 
such a program to the building of a strong and equitable citizen 
reserve sufficiently advanced in training to permit the Regular forces 
to expand rapidly from peace strength to war strength. On August 
1, 1953, the President, in a letter to the Commission, formally directed 
the Commission to carry forward the above study. (See attachment.) 

At the same time the President requested the Office of Defense 
Mobilization to submit to him a report on the availability of man- 
power. 

During fiscal year 1953, the Commission and its staff had devoted 
great effort to preparing a series of exhaustive papers on all aspects 
of national security training. These papers were brought into final 
shape in the early part of fiscal year 1954, being used as a basis upon 
which to prepare the report to the President. This report, the product 
of almost 18 months of continuous effort, was submitted to the 
President on December 14, 1953. 

On January 6, 1954, the Director of Defense Mobilization submitted 
to the President his report on manpower availability. In finding 
that manpower was available for a program of national security train- 
ing, if such program was deemed advisable, the Director of Defense 
Mobilization recommended an overall survey of Reserve policies for 
the purpose of coordinating all planning for the building of a realistic 
reserve. In finding that our Reserve forces are not now adequately 
organized and trained, he recommended that the National Security 
Council, on the basis of recommendations by the Department of 
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Defense, determine the size and composition of the military Reserve 
forces needed in the light of current and future national security 
requirements. He recommended that the Department of Defense 
prepare for the consideration of the National Security Council a 
program for the establishment of an immediately callable Reserve 
and of a selectively callable Reserve, each to c of appropriate 
size and composition. He recommended that the Department of 
Defense prepare for consideration of the National Security Council a 
training program for the immediately callable Reserve, and finally, 
that pending a determination of the above, the Nation hold in abey- 
ance any decision on recommendations to put into effect the national 
security training provisions of the Universal Military Training and 
Service Act. 

These recommendations were in accord with the proposals made by 
the Commission in its report—that the Active Reserve be geared to a 
realistic mobilization base; that those reservists who were not parti- 
cipating in Reserve activities be called to active duty by the Selective 
Service System in the event of emergency; and that realistic training 
programs for the Reserve be developed and implemented. 

In response to the report of the Director of Defense Mobilization of 
January 6, the President on January 8, 1954, stated in a letter to Dr. 
Flemming that in general he agreed with Dr. Flemming’s analysis of 
the pressing need to strengthen our Reserve forces and with his recom- 
mendations as to the best way in which to approach the problem. 
He requested Dr. Flemming to proceed with the preparation of an- 
other report dealing with these issues to be presented to the National 
Security Council not later than April 1, 1954. 

In his state of the Union message the President stated that ‘Studies 
of military manpower have just been completed by the National 
Security Training Commission and a committee appointed by the 
Director of Defense Mobilization. Evident weaknesses exist in the 
state of readiness of our Reserve forces. Measures to correct these 
weaknesses will be submitted later to the Congress.” 

On January 12, the President requested this Commission to counsel 
the Office of Defense Mobilization in the preparation of plans for de- 
veloping and maintaining an adequate reserve establishment for pre- 
sentation to the National Security Council. (See attachment.) 

On January 28, 1954, the Director of Defense Mobilization in a letter 
to the Commission noted that the President had requested that he ar- 
range for further consideration of the recommendations made by the 
National Security Training Commission and the Office of Defense 
Mobilization for the preparation of papers relating to the Reserve for 
presentation to the National Security Council. He requested that 
the Commission work with the Office of Defense Mobilization in this 
regard. (See attachment.) 

he Commission at this time is assisting the Office of Defense 
Mobilization, as a member of its task force, in the preparation of 
apers requested by the President and will assist the Office of Defense 
obilization in considering, as soon as they are available, the basic 
recommendations of the Department of Defense relative to the size, 
wp aay vat and training of our Reserve forces. 

The Commission has an important responsibility in assisting in 
these valuable studies. We believe that once the studies are fully 
complete, we will have the basis, for the first time in many years, for 
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building a really strong and realistic Reserve, something the Nation 
has been lacking in the past. 

As a result of the studies of the past 18 months and of the next 6 to 
12 months, it is believed that a truly comprehensive study of the en- 
tire Reserve establishment will be made available for the consideration 
of Congress. 

As is no doubt apparent to you, the Commission will be fully.occu- 
pied between now and April | in assisting the Office of Defense Mobili- 
zation in the preparation of their studies for the National Security 
Council. Following that date, further studies will no doubt become 
necessary in the consideration of these studies by the National Security 
Council. 

Finally, the Commission, as well as the other interested agencies— 
the Office of Defense Mobilization, the Selective Service System, the 
Department of Defense, and the Department of Labor—will, | am 
sure, be expected to come forward with appropriate legislative recom- 
mendations for the purpose of implementing the decisions which will 
be reached by the National Security Council and the President. This 
will, of course, subsequently involve hearings in both the House and 
the Senate sometime in fiscal year 1955. 

You will note that the President, in his budget message, stated: 
“This budget provides for the continuing of a small staff for the 
National Security Training Commission.”” The amount approved by 
the President for fiscal year 1955 is the sum of $55,000. This appro- 
priation request is outlined in our formal submission to the Congress 
which I would like to insert into the record at this point. 

That is this detail here. 


JUSTIFICATION DATA 


Mr. WiaGLesworiH. Without objection it will be included in the 
record, 
(The information is as follows:) 


SALARIES AND Expenses, NATIONAL Security TRAINING COMMISSION 
CONGRESSIONAL JUSTIFICATION 


Budget estimates, fiscal year 1955 
The President’s budget for fiscal year 1955 includes $55,000 for the National 
Security Training Commission. 


STATUTORY BACKGROUND 


The National Security Training Commission was established by the Universal 
Military Training and Service Act, as amended, June 19, 1951 (Publie Law 51, 
82d Cong.). The original five Commissioners were confirmed by the Senate on 
June 29, 1951. Vacancies in the three civilian positions on the Commission 
occurred in fiscal year 1953 and the President in July of 1953 filled these vacancies 
as provided in the Universal Military Training and Service Act, as amended. 
Present members of the Commission are: Julius Ochs Adler, Chairman, Karl T. 
Compton, Warren H. Atherton. Adm. Thomas C. Kinkaid, USN (retired), 
Lt. Gen. Raymond 8. McLain, USA (retired). 


PROGRAM 


Under the provisions of the Universal Military Training and Service Act, as 
amended (Public Law 51, 82d Cong.), the Commission, subject to the direction 
of the President, is required to formulate a comprehensive program of legislative 
recommendations and to establish such policies and standards with respect to the 
conduct of training of the members of the National Security Training Corps as 
are necessary to carry out the purposes of the act. 
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At the direction of the President, the Commission has been and is conducting 
exhaustive study, examination, and evaluation of all aspects of the program 
including assistance in an overall review of the Military Reserve and manpower 
problems of the Nations. 

This estimate provides for the continuation of a small staff to assist the Com- 
mission in carrying forward necessary studies and the development of plans for 
National Security Training, including possible legislative proposals. The staff 
will be utilized to keep the Commission fully cognizant of the problems involved 
until such time as the President or the Congress directs the initiation of the 
training program. 

At the direction of the President, the Commission on December 14, 1953, sub- 
mitted a report to the President dealing with several aspects of the problem. 
Since that date the President has further instructed the Commission to work 
actively with the Office of Defense Mobilization in reviewing the entire Reserve 

roblem. It is anticipated that congressional hearings upon the matters here 
involved will be held in fiscal year 1955 and that the Commission will be required 
to participate actively in consideration of this important problem. 
xhaustive study, examination, consultation and avaluation will be required 
by the Commission and its small staff in order to participate satisfactorily in this 
review of Reserve policies. 


Summary of requirements 


1953 actual | 1954 estimate | 1955 estimate 
Total numbet of ent 5 6 
Full-time equivalent of all 1 3 2 
Average number of all employees. -.......-.........-.---.---- 4 6 
A. 01 Personal services: 
$15, 222 $22, 205 $25, 205 
Regular pay in excess of 52-week base.__............-..--- 141 180 180 
Payment above basic rates. __-_-- 12 1,000 1,000 
B. Miscellaneous other objects 
04 Communication services..._.-.............-..----.-- 1,314 2, 500 2, 500 
06 Printing and reproduction - 9 3, 000 3, 000 
07 Other contractual services - - 209 250 
08 Supplies and materials__._- ane 366 400 400 
15 Taxes and assessments... 20 25 25 
Total miscellaneous ether objects... ..................- 4, 355 11, 525 11, 525 
Expenditure or estimate-..................-.-....--...-- 35, 980 55, 000 55, 000 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 


Appropriation or estimate __._....__........---.---.-..--.--- $37, 500 $55, 000 $55, 000 
35, 980 55, 000 55, 000 


Obligations by activities 


1953 actual 1954 estimate 1955 estimate 


Development of policies and standards governing the National 
Security Training Oorpe. ..... - $35, 980 | $55, 000 $55, 000 


|| 
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Otligations by 


Object classification | Actual, 1952 | a a | Estimate, 


Summary of Personal Services 


Total number itions___ 
Full-time equivalent of all other seepage 
Average number of all employees. 


Average salaries and grades: 
General schedule grades: 
Average salary... 
Average grade. 


Personal services: 
Permanent positions. 
Other positions. 
Regular pay in excess of 52-week base 
Payment above basic rates. 


Total personal services _- > 48, 3, 475 | 


Direct 
Personal service 31, 43, 475 43, 475 
Travel. ad “yee | 5, 000 5, 000 
Communications - - | | 4 2, 500 
Rents and utility services 34 
Printing and reproduction _- 
Other contractual services 
Supplies and materials._____ 
Equipment_- 
Taxes and assessments. . 


Obligations incurred 


1953 actual | 1954estimate | 1955 estimate 


Num- | Total | Num- | Total | Num- | Total 
| ber | salary | ber salary ber salary 


General schedule grades: } 
GS-14. Range $9,600 to $10,600: | 
Assistant Executive Director (research) | 
GS-13. Range $8,360 to $9,360: | 
| 
| 
| 


Research assistant... 
Assistant Executive Director (liaison 
and administration) 
GS-12. Range $7,040 to $8,040: 
Administrative officer 
GS-9. Range $5,060 to $5, 810: 
Administrative Assistant to the Chair- | tee, 
Research assistant 5, 06 5, 060 
GS-7. Range $4,205 to $4, 205 , 20! 4, 205 
GS-5. Range $3,410 to $4,160 1 } 
GS-4. Range $3,175 to $3,895 3, 3 41! 3,415 


5 | 6 35,7 35,700 


Total permanent departmental 


Net permanent departmental 


General Apter. We feel that the amount of $55,000 requested for 
our 1955 budget will enable us to maintain the Commission’s staff 
at a realistic and efficient working level. This will be necessary in 
order for us to carry out the task assigned to us by the President 
and to contribute to the solution of the problem of building an equi- 
table and realistic reserve. 

Thank vou very much for your kind attention. 


i 
| | 
5 6 | 6 
1| 3 2 
4 7 | 6 
| | a 
$5, 230 | $5, 950 | $5, 950 
GS-8.0 GS-9.0 | GS-9.0 
= $15, 222 | $22, 295 | $25, 295 
; ae 16, 250 20, 000 | 17, 000 
141 | | 180 
12 | 1, 000 1, 000 
02 
03 
04 
05 
06 
07 
08 
09 
p 15 
35, 980 | 55, 000 | 55, 000 
Detail of personal services 
1 | 9,600 | 1 9, 600 
i 
2 11, 128 2.5 | 13,405 1.5| 10,405 
(te 3 15, 222 | 3.5 | 22,295 4.5 | 25, 295 
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CORRESPONDENCE WITH THE PRESIDENT 


That completes the statement, Mr. Chairman. The attachments 
of these various letters between ourselves and the President and be- 
tween the President and the ODM are with this statement. 

Ping Wiccieswortu. Do you wish to include them in the record, 
so? 

General Ap.er. Yes, sir. 

Mr. Wiaa.ieswortn. Without objection they will be included. 
(The information is as follows:) 


STATEMENT BY THE PRESIDENT 


THe Wuite Housr, July 23, 1953. 

I have nominated to the United States Senate Julius Ochs Adler, Warren 
Atherton, and Dr. Karl T. Compton to fill the vacancies now existing on the 
National Security Training Commission. 

The National Security [raining Commission was created by Public Law 51, 
82d Congress, to study and submit national security training plans and exercise 
civilian control over such a program. ‘The three gentlemen whose names I have 
submitted to the Senate, serving with the two military members, Lt. Gen. Ray- 
mond 8. MeLain (retired) and Adm. Thomas C. Kinkaid (retired), will complete 
the membership of this Commission. Upon his confirmation by the Senate, I 
shall designate Mr. Adler to be Chairman. 

I am requesting the Commission to submit to me not later than December 1, 
1953, a report which shall include, but not be limited to, (1) an examination ot 
inequities in the present method of securing men for our Armed Forces’ Reserves 
and the burdens imposed, with suggestions to remedy these inequities; (2) the 
feasibility and desirability of operating a military training program to supply 
trained nonveteran reserves while at the same time continuing induction for 
service; and (3) the relationship of such a program to the building of a strong and 
equitable citizen reserve sufficiently advanced in training to permit Regular 
forces to expand rapidly from peace strength to war strength. I am also requesting 
the Office of Defense Mobilization to submit to me by December 1, 1953, a 
definitive report on the availability of manpower to operate simultaneously a 
military training program and supply our active-duty military personnel, including 
an analysis of the impact of such a program on our requirements for agricultural, 
scientific, professional, technical, and skilled personnel. 

I am confident that it is the will of this Nation that the responsibilities for its 
defense should be shared as equally as possible by all of its citizens. 

And yet, as our veterans of Korea return home they find themselves under 
legal compulsion to shoulder a 6-year Reserve obligation. Our only effective 
military Reserve under this present system is—and apparently will remain— 
composed almost wholly of men who have already served the Nation in the 
Korean war, World War II, or both. 

I also find that under the present system thousands of our young men have 
not yet assumed any military obligation to our country. Men who have not 
been inducted for Korea not only escape the ordeals of that conflict, they also 
undertake no Reserve obligation. 

Thus our system requires our soldier of today also to carry the future national 
defense burden ahead of the man who has received no training, has done no service, 
and has assumed no Reserve obligation. 

These inequities appear to me to directly contravene some of the most basic 
principles of our society. 

I have had doubts, and have voiced them publicly, that sufficient manpower 
would be available to supply our active-duty military personnel requirements and 
a military training program at the same time. I have, however, reviewed our 
manpower data in tne light of the recent reduction in the size of the standing 
forces, and I am hopeful that the studies I have requested on this matter can 
produce suggested remedies for the inequities which have long characterized 
our military manpower policies. 


i 
i 


Tue Wuitre Hovss, 
Washington, August 1, 1953. 
Hon. Jutius Ocus ADLEh, 
Chairman, National Security Training Commission, Washington, D. C. 

Dear Mr. CuarrMan: The National Security Training Commission, of wnich 
you are Chairman, was created by Public Law 51, 82d Congress, for the purpose 
of studying and submitting plans upon national security training and of exercising 
civilian supervision and control over such a program once it is inaugurated. 

As part of the administration’s overall review of national defense policies and 
programs I request the Commission to submit to me not later than December 1, 
1953, a report which shall include, but not be limited to, (1) an examination of in- 
equities in the present method of securing men for our Armed Forces’ Reserves 
and the burdens imposed, with suggestions to remedy these inequities; (2) the 
feasibility and desirability of operating a military training program to supply 
trained nonveteran reserves while at the same time continuing induction for 
service; and (3) the relationship of such a program to the building of a strong 
and equitable citizen reserve sufficiently advanced in training to permit Regular 
forces to expand rapidly from peace strength to war strength. 

I am sure that your Commission will receive the utmost measure of cooperation 
from the Department of Defense, the various armed services, the Selective Service 
System, the Office of Defense Mobilization, and all other interested agencies in 
preparing your report. 

I have requested the Director of Defense Mobilization to submit a report to me 
not later than December 1, 1953, dealing with the question of manpower avail- 
ability for such a program. I know that the Commission, as well as the other 
interested Government agencies mentioned above, will be of great assistance to 
the Director of Defense Mobilization in tre preparation of his report. Through 
the full cooperation of all concerned, I am certain that results of lasting value to 
the Nation will be achieved. 

I extend my best wishes of success to the Commission in carrying forward its 
important task. 

Sincerely, 
Dwicut D. Eis—ENHOWER. 


Tue Wuire House, 
Washington, January 8, 1954. 
Hon. Artuur 8. 
Director, Office of Defense Mobilization, 
Washington, D. C. 

Dear Mr. Fiemmina: In general I agree with the analysis contained in your 
letter of the 6th, of the pressing need to strengthen our Reserve forces and with 
your recommendations as to the best way in which to approach the problem. 

I request, therefore, that you proceed with the preparation of a paper dealing 
with these issues and for its presentation to the National Security Council not 
later than April 1, 1954. 

Please express to the members of the Committee on Manpower Resources for 
National Security my deep appreciation of the very fine basic document on our 
manpower resources that they have made available to us. 

Sincerely, 
Dwicut D. 


Tue Wuire House, January 12, 1954. 


The President today made public the following letter to Maj. Gen. Julius Ochs 
Adler (retired), Chairman, National Security Training Commission: 


Maj. Gen. Juttus Ocus ApLER (retired), 
Chairman, National Security Training Commission, 
Washington 25, D. C. 

Dear GENERAL Apter: It meant a great deal to me to have the opportunity 
to discuss with you plans for arriving at decisions relative to the size and composi- 
tion of our Reserve forces. It will be of immeasurable assistance to the Office of 
Defense Mobilization, in its preparation of plans for presentation to the National 
Security Council for developing and maintaining an adequate Reserve establish- 
ment, to have the benefit of the continued counsel of the National Security 
Training Commission. 


43960—54——25 
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Because of the wealth of information and experience with this problem which 
your Commission has gained in its long studies and investigations I suggest that 
~ arrange to work closely with the Director of Defense Mobilization, hur 8. 
emming. 
The expression of deep appreciation I feel for the long hours of effort that you 
and your associates have contributed in the preparation of the excellent report 
submitted to me has been too long delayed. Your report will be of great value 
to all who are concerned with meeting this great national military need. 
May I as well convey my personal regards to you and to each member of your 
Commission. 
Sincerely, 
Dwieur D. Eisennower. 


EXecuTIvE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington 25, D. C., January 28, 1954. 
Maj. Gen. Jutius Ocus 
Chairman, National Security Training Commission, 
Washington 25, D. C. 

Dear GENPRAL ApuER: I sincerely appreciate the willingness of the National 
Security Training Commission to assist in the work requested by the President 
as a result of the reports submitted to him by the National Security Training 
Commission and the Office of Defense Mobilization. 

Enclosed is a copy of my letter to the President, dated January 6, 1954, which 
contains my recommendations on the use of our manpower resources for national 
security, together with the President’s reply to me. here is also enclosed a copy 
of the report of the special ODM Committee on Manpower Resources for National 
Security which provided the basis for certain of my recommendations. 

As you will note, the President has requested that I arrange for the further 
consideration of the recommendations made by the National Deossiy Trainin 
Commission, the Committee on Manpower Resources for National Security, an 
the recommendations contained in my letter to him, and for the preparation of 
papers on these matters for consideration of the National Security Council. I 
feel it would also be very helpful to have the collaboration of your Commission 
in the preparation of those papers for which the Office of Defense Mobilization 
has primary responsibility and also in considering, as soon as they are available, 
the basic recommendations of the Department of Defense relative to the size, 
composition, and training of our Reserve forces. 

I have requested the Secretary of Defense, the Secretary of Labor, and the 
Director of the Selective Service System to designate members of their staffs to 
work with us on the preparation of these papers. You are cordially invited to 
designate a representative of your Commission to assist in this work and to 

rticipate actively in bringing to a successful conclusion the projects which the 

resident has requested that we undertake. 
Sincerely yours, 
Artuur 8. Director. 


PRESENT DUTIES AND ACTIVITIES 


Mr. Wicc.teswortu. I am interested in the duties which you say 
you are now taking on. They are a departure, to some extent, are 
they not, from the original duties prescribed for the Commission? 

General ApLmR. Our present activities? 

Mr. Yes. 

General Apter. Of course we have just completed this report. 

Mr. WicGLeswortnh. You point out in paragraph 2 of your 
statement— 

Under the provisions of the Universal Military Training and Service Act, as 
amended, the Commission, subject to the direction of the President, is required 
to formulate comprehensive proposals regarding national security training, to 
prepare legislative recommendations, to establish policies and standards with 
respect to the National Security Training Corps, and to exercise civilian super- 
vision over the national security training program when it is implemented. 
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General Apter. That is right. 

Mr. Wiacciesworts. Speaking from memory, I thought that was 
the field of activity of this Commission. I judge from the balance 
of your statement that you are now working primarily on the Reserve 
Corps problems. 

General Apter. That is right. This report we have just completed 
we call a Reserve forces training program. That is what we believe 
is the function of a National Security Training Corps. Maybe this 
should be in the record. rd 

Mr. Wiace.ieswortnu. That is too bulky for the record, but we shall 
be glad to have a copy left for the information of the committee. 

General Apter. Yes. 

(The document entitled “Twentieth Century Minutemen” was sub- 
mitted for the information of the committee.) 

Mr. WiacteswortH. Without having the act before me, the 
question is; Does the act extend to a broader field than that of the 
National Security Training Corps? 

Admiral Kinkarp. May I say that what we are studying now and 
have been studying and is contained in this report is the relation of 
national security training to a proper Reserve organization and 
Reserve force. 

General Apter. That is jointly under study now between ODM, 
ourselves and the Defense Department. 

Mr. WiaeLeswortn. Well, this committee is always interested in 
avoiding any duplication between Government agencies. 

I notice that you were asked to submit a report including an exami- 
nation of inequities in the present method of securing men for our 
Armed Forces Reserve and the burdens imposed, with suggestions to 
remedy these inequities. 

General Apier. Yes. 

Mr. WiaeieswortH. You point out that you are counseling the 
Office of Defense Mobilization, and that the Office of Defense Mobiliza- 
tion is apparently working in the field in which you are now working 
with reference to the Reserve Corps. 

I take it, also, that the Selective Service System and the Department 
of Defense and the Department of Labor are all in the operation in one 
form or another. 

General Apter. That is right. As to those latter, the Department 
of Labor and the ODM, it is as to its impact on the civilian economy, 
of the National Security Training Corps. 

Mr. WieeLeswortu. I think the field you are working in is of 
very great importance. I am just trying to get clear 

eneral ADLER. Where we fit in? 

Mr. Wiaeiesworrs. First, that you have the authorization to 
operate in this field under the enabling legislation; and, second, 
where your work begins and ends as compared to that, we will say, of 
the Office of Defense Mobilization and the other agencies referred to. 

General Apter. I would suggest it certainly continue in my judg- 
ment until the Congress decides whether it is going to implement 
NSTC or not. The present status is that we were asked by the Con- 
gress—I was not a member of the Commission at the time they sug- 
gested the plan—and Congress said they did not like that plan and to 
come up with another plan. Now that plan will be up for considera- 
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tion. There will be hearings on it. We are trying to refine the plan 
so that it works in with the ODM and the departments. 
Admiral Kinxatp. The studies have to be coordinated. 


AUTHORIZING LEGISLATION 


Mr. Wiaciesworts. Will you insert in the record, please, when 
ou revise your remarks, a copy of the Universal Military Training 
rvice Act. from which you derive your authority? 

General ApLER. You would like to have that in the record? 

Mr. WiaGLeswortu. Include only the significant provisions. 
General Apter. Yes. 

(The information is as follows:) 


SIGNIFICANT Provisions or Purtic Law 51, 82p Conaress, RELATING TO THE 
NatIionaL Security TRAiNING COMMISSION 


SECTION 1 (K) 


“(1) Upon a finding by him that such action is justified by the strength of the 
Armed Forces in the light of international conditions, the President, upon recom- 
mendation of the Secretary of Defense, is authorized, by Executive order, which 
shall be uniform in its application to all persons inducted under this title but 
which may vary as to age groups, to provide for (A) decreasing periods of service 
under this title but in no case to a lesser period of time than can be economically 
utilized, or (B) eliminating periods of service required under this title. 

(2) Whenever the Congress small by concurrent resolution declare— 

“(A) that the period of active service required of any age group or groups of 
persons inducted under this title should be decreased to any period less than 
twenty-four months which may be designated in such resolution; or 

“(B) that the period of active service required of any age group or groups of 
persons inducted under this title should be eliminated, the period of active service 
in the Armed Forces of the age group or groups designated in any such resolution 
shall be so decreased or eliminated, as the case may be. Whenever the period of 
active service required under this title of persons who have not attained the 
nineteenth anniversary of the day of their birth has been reduced or eliminated by 
the President or as a result of the adoption of a concurrent resolution of the 
Congress in accordance with the foregoing provisions of this section, all individuals 
then or thereafter liable for registration under this title who on that date have not 
attained the nineteenth anniversary of the day of their birth and have not been 
inducted into the Armed Forces shall be liable, effective on such date, for induc- 
tion into the National Security Training Corps as hereinafter established for 
initial military training for a period of six months. 

““(3) There is hereby established a National Security Training Commission 
(herein called the Commission), which shall be composed of five members, three of 
whom shall be civilians and two of whom shall be active or retired members of 
the Regular components of any of the Armed Forces. Of the three civilian mem- 
bers, not more than two shall be of the same political party. Members of the 
Commission shall be appointed by the President, by and with the advice and 
consent of the Senate, from among persons of outstanding national reputation. 
The President shall select the Chairman of the Commission from among its civilian 
members. No person who has been on active duty as a commissioned officer 
in a regular component of the Armed Forces shal! be eligible for appointment as 
a civilian member of the Commission. The Commission shall have a seal which 
shall be judicially noted. At such time as the Commission shall be appointed, 
in accordance with this paragraph, there shall be established a National Security 
Training Corps. * * * 

(5) The Cobsididedion shall, subject to the direction of the-President, exercise 
general supervision over the training of the National Security Training Corps, 
which training shall be basic military training. The Commission shall establish 
such policies and standards with respect to the conduct of the training of mem- 
bers of the National Security Training Corps as are necessary to carry out the 
purposes of this Act. The Commission shall make adequate provisions for the 
moral and spiritual welfare of members of the National Security Training Corps. 
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The Secretary of Defense shall designate the military departments to carry out 
such training. Each military department so designated shall carry out such 
military training in accordance with the policies and standards of the Commission. 
The military department or departments so designated to carry out such military 
training, shall, subject to the approval of the Secretary of Defense, and subject 
to the policies and standards established by the Commission, determine the type 
or types of basic military training to be given to members of the National Security 
Training Corps. * * * 

“(7) Not later than four months following confirmation of the members of the 
Commission, the Commission shall submit to the Congress legislative reeommen- 
dations which shall include, but not be limited to— 

““(A) a broad outline for a program deemed by the Commission and approved 
by the Secretary of Defense to be appropriate to assure that the training carried 
out under the provisions of this Act shall be of a military nature, but nothing con- 
tained in this paragraph shall be construed to grant to the Commission the au- 
thority to prescribe the basic type or types of military training to be given mem- 
bers of the National Security Training Corps; 

““(B) measures for the personal safety, health, welfare, and morals of members 
of the National Security Training Corps; 

“(C) a code of conduct, together with penalties for violation thereof; 

‘(D) measures deemed necessary to implement the policies and standards 
established under the provisions of paragraph (5) of this subsection: and 

“(E) disability and death benefits and other benefits, and the obligations, 
duties, liabilities, and responsibilities, to be granted to or imposed upon members 
of the National Security Training Corps. * * * 

(8) No person shall be inducted into the National Security Training Corps 
until after— 

“(A) a code of conduct, together with penalties for violation thereof, and meas- 
ures providing for disability and death benefits have been enacted into law; and 

““(B) such other legislative recommendations as are provided for in paragraph 
(7) shall have been considered and such recommendations or any portion thereof 
shall have been enacted with or without amendments into law; and 

“(C) the period of service required under this title of persons who have not 
attained the nineteenth anniversary of the day of their birth has been reduced or 
or eliminated by the President or as a result of the adoption of a concurrent 
resolution of the Congress in accordance with paragraph (2) of this subsection. 

“(9) Six months following the commencement of induction of persons into the 
National Security Training Corps, and semiannually thereafter, the Commission 
shall submit to the Congress a comprehensive report describing in detail the opera- 
tion of the National Security Training Corps, including the number of persons 
inducted therein, a list of camps and stations at which training is being conducted, 
a report on the number of deaths and injuries occurring during such training and 
the causes thereof, an estimate of the performance of the persons inducted therein, 
including an analysis of the disciplinary problems encountered during the preced- 
ing six months, the number of civilian employees of the Commission and the 
administrative costs of the Commission. Simultaneously, there shall be submitted 
to the Congress by the Secretary of Defense a report setting forth an estimate of 
the value of the training conducted during the preceding six months, the cost of 
the training program chargeable to the appropriations made to the Department 
of Defense, and the number of personnel of the Armed Forces directly engaged 
in the conduct of such training.’ 


DOCUMENTS COMPLETED 


Mr. You state: 


During fiscal year 1953, the Commission and its staff had devoted great effort 
1 «preparing a series of exhaustive papers on all aspects of national-security 
training. 

General Apter. In fiscal 1954, we completed this book. 

Mr. WiaGLteswortu. Those papers apparently were presented 
before June 30 of 1953; is that correct? 

General Apier. I assume so. 

Admiral Krnxarp. The report to the President was of December 1, 
1953. 
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Mr. WicGLeswortu. You say: 


During fiscal year 1953, the Commission and its staff had devoted great effort 
to preparing a@ series of exhaustive papers on all aspects of national-security 
training. 

How many papers were prepared and what was done with them? 

Admiral Kinkarp. Those were the papers that led to and are con- 
tained in this report. They were not complete as of the end of the 
fiscal year. They continued on to the fall, until the 1st of December, 
when this work was completed. 

Mr. Wiaccieswortn. Were those papers simply for the benefit of 
the Commission, or were they submitted to the National Security 
Council? What was done with them? 

General Apter. Mr. Shelton, can you answer that? 

Mr. Suevron. There were about 15 papers altogether, Mr. Chair- 
man. Some of them were completed by June 30, 1953. They were 
all submitted to the President for his guidance in determining what 
further action he desired to take. After a study of them is when he 
subsequently ordered the new report from the Commission and a 
resurvey of all the Reserve matters, which has taken place since then. 

Mr. WiacLeswortn. Since June 30, 1953, you have prepared this 
report you have shown us, entitled ““Twentieth Century Minutemen’’? 

General Apter. That is right. 

Mr. Wicaieswortn. Which, among other things, embodies the 
work in the papers previously Rivas is that right? 

Mr. Suevron. That is correct; yes, sir. 

General Apter. That was completed on December 1. 


STUDIES AND REPORTS RE RESERVES 


Mr. Scrivner. Where in this study do all the studies now bein 
undertaken relative to the Reserves by the various services fit in? 
know some of them are just now underway, and there is no opportun- 
ity for them to be combined in this report, which is already printed. 

General Apier. The armed services are studying this report, 
throwing it out or accepting parts of it. 

Mr. Scrivner. That is not the information that was given to us, 
that they were studying anybody’s report. They were getting out a 
report of their own. 

General Apter. Yes, sir. 

Mr. Scrivner. The Army has a panel working on Reserves, and 
the Navy and the Air Force, also. 

General Apter. That is right. 

Mr. Scrivner. It looks like we are wasting a lot of time here, if 
they are merely studying the report your group has made. 

General Apurr. Yes, sir. I sit on the Board called the Reserve 
Forces Policy Board, which is another hat, which Dr. Hannah has 
set up. 

Mr. Scrivner. That is still another Board. ; 

General Apier. That is this task force we talk about, that consists 
of the Army, Navy, Air, Marines, and Coast Guard. 

Mr. Scrivner. Yes. 

General Apter. The Defense Reserve Task Force is evaluating our 
report and the so-called Appley report, which was a part of the ODM 
report. They will come in with their views which will be coordinated 
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by ODM, which is monitoring this for the National Security Council. 
We are working with ODM on that monitoring. 

Mr. Wiceitesworts. Working with them on what? 

General Apter. We are working with the Office of Defense Mobiliza- 
tion in bringing all these reports together and making a report to the 
President through the National Security Council, which is due on the 
Ist of April. 

Mr. WiaG.ieswortx. Do you make that report, or does ODM 
make it? 

General Apter. ODM officially makes it. As you will find in one 
of these attachments, we are requested to work with them on it. 

Mr. WiaGLeswortH. You say you are counseling them, I notice, 
—- the Office of Defense Mobilization in the preparation of 
plans. 

General ApuEr. In this attachment here the President wrote us a 
letter, and he wrote Mr. Flemming a letter, and Mr. Flemming has 
written us a letter, asking us to work with them on it. 

This is the January 12 letter: 

It will be of immeasurable assistance to the Office of Defense Mobilization, in 
its preparation of plans for presentation to the National Security Council for 
developing and maintaining an adequate Reserve establishment, to have the 
benefit of the continued counsel of the National Security Training Commission. 

Just picking out the pertinent sentence. 

On of January Dr. Flemming wrote us a letter in which 
e said— 


The President has requested that I arrange for the further consideration of the 
recommendations made by the National Security Training Commission— 


and so forth. 


I feel it would also be very helpful to have the collaboration of your Commission 
in the preparation of those papers for which the Office of Defense Mobilization 
has primary responsibility— 
and so forth. 

They are meeting now. Mr. Shelton, who is Executive Director 
of our Commission, as a matter of fact had a meeting with them 
yesterday. He is working on part of that report. 

Mr. Scrivner. Well, it seems to me we are getting a lot of reports 
and a lot of studies but we are not getting anything concrete that we 
can use. 

General Apter. I would agree with that. 

Mr. Scrivner. Everybody realizes that in time of emergency we 
wae to depend upon the Reserves. We always have. We always 
will. 

When the chips are down that is the group that has to do the 
major portion of the work and carry the heaviest burden. Up to 
now we are not too happy about the progress that has been made in 
our Reserve training program since the end of World War II. 

General Apter. You and I are sitting on the same side of the table 
on that one. 

Mr. Scrivner. We are sitting on opposite sides, but we have the 
same views, at least. 

General Apter. I have been a Reserve officer for 40 years, an 
active one. 
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Mr. Scrivner. You have been in it a little longer than Mr. Miller 
of Maryland, who has the seniority on this side of the table on 
Reserve service. I believe he has about 27 years of service. 

Gener! Apter. I went in in 1915. 

Mr. Scrivner. I do not know how much service Mr. Sikes has 
I had a few years of service myself. We have all lived pretty close 
to this Reserve program. 


EVALUATION OF NEW REPORT 


Do you think this April 1 report is going to have any meat in it? 

General Apter. I do. I mean, I have been hoping for many years, 
as many of us have. This will be a report to the National Security 
Council, which is the President’s Council, on how all these different 
agencies think a real realistic Reserve can be organized and continued. 

Undoubtedly following whatever the recommendations are and 
whatever the President recommends, legislation will be submitted 
and the Congress would have its hearings and consider it. 

My own feeling is—though you all are closer to it than I am— 
that I do not think you will get that legislation until the first of 
next year. 

Mr. WiaeLeswortn. You were not in on the so-called Womble 
report at all; were you? 

General Apter. No, sir; I was not. 

Mr. Scrivner. We have about seven different reports. 

Mr. WiaGLeswortn. All sorts of people seem to have been exam- 
ining the so-called inequities that you say you were requested to report 
upon. 

"handed Kinxarp. The inequities we were required to study refer 
specifically to the inequities between the veteran and the nonveteran, 
and their obligations. 

RECOMMENDATIONS 


Mr. Scrivner. Let me ask a question right there. I think all the 
services have come up, and then Dr. Hannah came up, and they 
= out that when a man goes out of service he is going to get the 

enefits of the Readjustment Act, and he is going to get assistance in 
procuring a home or getting set up in business and all that; and they 
also say it costs so much to train an infantry man and so much more 
to train an airman and so much more to do this, that, and the other 
thing. They are hinting at a lot of things, but none of them have ever 
come out to say what it was. I was trying to find out whether they 
were suggesting that perhaps there should be a bigger enlistment bonus 
but they all steer shy of it. They have been giving us all these facts, 
but no recommendations. 

General Apter. I believe that after April 1 there will be a concrete 
recommendation. 

Mr. Scrivner. You are not just going to hint at it this time? 

General Apter. I do not think so. I know I hope they will not. 

Mr. Mr. Sikes? 


SCOPE OF STUDIES ON RESERVE PROGRAM 


Mr. Sixes. May I ask whether your studies deal directly with the 
Organized Reserve or whether they deal only with the large group of 
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young men who previously have been considered as coming under the 
sphere of UMT? 

General Apter. They really deal with both. Without trying to 
summarize a couple of hundred pages, in dealing with the inequities 
we say there are upwards of 2 million young men who have never 
worn a uniform of Uncle Sam in any capacity. They have gotten 
Fon deferred and then exempted, and something should be done about 
that. 

Under the law—and I cannot quote the law, but it is pretty clear— 
the young man who is drafted, having completed 2 years of service in 
the active forces, comes back and still has a 6-year obligation in the 
Reserve, and he just says: “I am not going to do anything about it. 
Johnny Jones down the street has not done anything.” 

Probably you could take him and arrest him and try him in a 
Federal court, but public opinion would never stand for it. Nothing 
has ever been done about it. So you have a paper Reserve. 

What we are driving at in this, in trying to answer your question, 
is the young man who has done nothing. 

Mr. Sikxzs. Historically that is the group that the National Security 
Training Commission has been interested in. 

General Apuer. Yes. 

Mr. Sixes. You are retaining that interest? 

General Apter. Yes, sir. 

Mr. Sixes. Do I understand in addition you are attempting to 
correlate the different studies on the active or so-called Organized 
Reserve? 

General Apter. Yes, sir. We have not expressed our views yet. 
Dr. Flemming in his report requested at the same time as ours wants 
to change the setup a little bit. He wants to call one the Immediately 
Callable Reserve and the other Selectively Callable. Under the law 
it is called the Ready Reserve and the Standby Reserve. There are 
a great many ramifications to that. To me, 1 do not see much 
difference. 

Mr. Scrivner. If I might interrupt there, I have always felt that 
the appellation of ““Ready Reserve”? was somewhat of a misnomer and 
somewhat misleading, in that the general public, when they heard we 
had established a Ready Reserve, visualized a Reserve that could go 
into service immediately. 

General ApLER. Yes, sir. 

Mr. Scrivner. That, as those of us who have studied it know, is 
not the case. 

General ADLER. Yes, sir. 

Mr. Scrivner. Perhaps the Immediately Callable Reserve while it 
is a little cumbersome is really more descriptive than Ready Reserve. 
Maybe the descriptive phrase of Selectively Callable is not quite as 
descriptive as we would like to have it. 

General Apter. That is the Standby Reserve. 

Mr. Scrivner. Even Standby Reserve, though it is short, is not 
quite as descriptive as we might have, with as many words as we have 
in the English language to describe things. I think perhaps we — 
find something a little bit more descriptive that would be more readily 
understandable by the general public. 


| | 
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PERSONNEL COSTS 


I was interested in one thing in your presentation. While your 
statement shows that you are going to cut down from 7 to 6 employees, 
the dollar request for 6 goes up. At least that is the way I read it. 
In the average number of permanent positions in 1954 you had 7 in 
the request, for $22,295, and the average number in 1955 is 6, but 
you are requesting $25,295. 

General Apter. I might point out that actually the $55,000 this 
weed was not enough. I believe I am correct in saying that the 

resident allocated out of his own funds $20,000 to us. Actually it 
was $75,000. 
— Wiccteswortu. Mr. Miller, have you any questions on this 
item 
UTILIZATION OF EXPERIENCED RESERVISTS 


Mr. Miter. I do not think so, except to repeat what Mr. Scrivner 
was talking about. I think one of the most urgent things we have 
facing us today is to work out a worthwhile plan for the utilization of 
our battle-trained reservists. 

Whether you call it the ““Ready”’ or “Standby,” whatever the termi- 
nology may be, it would seem to me to be highly desirable to get 3 or 4 
divisions of Reserve troops actually in being in such a condition that 
they could be called on without having to wait 6 months or a year. 
With all of the millions of competent trained veterans that we have 
in this country, if some program could be worked out to have a Ready 
Reserve ready almost immediately it would be the most economical 
“¥ we could meet the manpower needs. 

hope that your agency as well as the Joint Chiefs of Staff will 
come forward with something that is workable along those lines. 

General ApLER. We certainly do not have it now. 

Mr. Miuter. We certainly do not. 

Admiral Kinxarp. It is all on paper now. 

Mr. WieGieswortn. Mr. Sikes, I believe you were interrupted. 


QUESTION OF BENEFITS TO BE DERIVED FROM COMMISSION 


Mr. Stxzs. Yes. Thank you, Mr. Chairman. 

I certainly agree with all you are trying to accomplish. We need 
a training program that will reach the men who have heretofore had 
no training. e need a more realistic program for the Active or 
Organized Reserve, but since your primary concern is with the men 
who heretofore have had no training, those men who would have come 
under the sphere of the universal military training, and there appears 
to be no likelihood of universal military training in the foreseeable 
future, in what way may the country be able to benefit by the activities 
of your Commission? 

eneral Apter. Without debating the point that UMT may not 

be realized in the foreseeable future—— 

Mr. Sixes. Off the record. 

(Discussion off the record.) . 

General Apter. We will skip over that part of it. I would say 
that we believe in the National Security Training Commission— 
touching on what was said a moment ago about , a veterans— 
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that these veterans who come back now just will not go into the 
Reserve. 

Mr. Srxzs. That is right. 

General Apter. So what do you do? You make another set of 
veterans, if you want to call it that, by another name, and you give 
them 6 months of basic training, and they become your realistic 
Reserve, your so-called Organized Ready Reserve. 

There will be a small percentage of those men, the so-called veterans, 
who will come in. The overall picture in the country today is about 
5 percent of them. 


CALL-UP OF EXEMPTED OR DEFERRED MEN INTO NST CORPS 


Mr. Sixes. Is it the recommendation by your Commission that 
these men be called in for 6 months’ training? 

General Apter. Yes. That is not the veteran Reserve. That is 
the fellow who has not served yet. 

Mr. Sixes. The fellow who has had no military service? 

General Yes. 

Mr. Sixes. How are you going to reach him? Do you think the 
present law permits him to be called for 6 months of special training? 

General Apuer. do. 

Mr. Sixes. That appears to be a new approach. Where is the 
authorization for it? 

Admiral Kinxarp. That is part of Public Law 51. 

Mr. Stxes. But the plan for calling men for 6 months’ training who 
have been deferred for various reasons from active duty is something 
I have not heard proposed before. 

General Apter. In the Pentagon the first time I picked it up I 
found, for example, that the Army said, ‘“‘We want 6 months of them,”’ 
and the Navy said, “We do not need them that long; give them 4 
months or 3 months,”’ and the Air Force said, ““We want them so long.” 
Tt. might be flexible, so far as the services are concerned. 

Mr. Srxzgs. Is this a program which might be put into operation by 
administrative Executive order? 

General Apter. I am not sure of that. I could not answer that. 

Admiral Kinxarp. Under certain circumstances it could, if the 
Armed Forces are reduced by a certain amount. Is that correct? 

Mr. SHettron. Well, it might be done in this manner, which is the 
only way I have heard it mentioned: They could induct more men 
than they actually need to meet service requirements. At the pres- 
ent time the services can release men after they are inducted, on an 
individual basis if they agree to be active in the Reserve. That 
— be done. Whether it can be done under present law is debat- 
able. 

Mr. Sixes. Would these men then be called in and sworn into the 
military services for a 6 months’ period for this special training? 

General ApLER. We believe they should be called in under the Na- 
tional Security Training Corps. e think there is a great economy 
to the country in that. 

In the law it provides that this soldier or sailor or aiman under 
NSTC shall be paid $30 a month. 
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AUTHORIZING LEGISLATION FOR NSTC 


, “0 eee Are you talking about a proposed law or an exist- 
ing law 

General Apter. An existing law. Still we have the first man to 
put in the NSTC. The recruit who is now drafted receives $75 or 
$80 a month. 

Mr. Sixes. Does the present law now permit the operation you are 
talking about? 

General Apter. I would think so. 

Mr. Sixes. By whose ruling? 

General Apter. I am not sure. 

Mr. Srxes. Would you provide that information for us? 

(The information is as follows:) 


Pusuic Law 51, 82p Conaruss 
Cuapter 144, lst Session 


AN ACT To provide for the common defense and security of the United States and to permit the more 
effective utilization of manpower resources of the United States by authorizing universal military train- 
ing and service, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 
TITLE I 


Section 1. The Selective Service Act of 1948 (62 Stat. 604), as amended, is 
further amended as follows: 
* * * * Ok * 


(e) Section 4 (b) of such Act is amended to read as follows: 

“(b) Hach person inducted into the Armed Forces under the provisions of subsection 
(a) of this section shall serve on active training and service for a period of twenty-four 
consecutive months, unless sooner released, transferred, or discharged in accordance 
with procedures prescribed by the Secretary of Defense (or the Secretary of the Treasury 
with respect to the United States Coast Guard) or as otherwise prescribed by subsection 
(d) of section 4 of this title.” ! 

* * * * * * 

(g) Section 4 (d) of such Act is amended (1) by inserting after the word “‘here- 
after’, where it appears in paragraphs (1) and (2) of such subsection, the words 
“and prior to the enactment of the 1951 Amendments to the Universal Military 
Training and Service Act,” and (2) by adding at the end thereof the following 
new paragraph: 

‘‘(3) Each person who, subsequent to the date of enactment of this paragraph, 
is inducted, enlisted, or appointed in the Armed Forces or in the National Securit 
Training Corps prior to attaining the twenty-sixth anniversary of his birth shall 
be required to serve on active training and service in the Armed Forces or in train- 
ing in the National Security Training Corps, and in a reserve component, for a 
total period of eight years, unless sooner discharged on the grounds of personal 
hardship, in accordance with regulations and standards prescribed by the Secre- 
tary of Defense (or the Secretary of the Treasury with respect to the United States 
Coast Guard). Each such person, on release from active training and service 
in the Armed Forces or from training in the National Security Training Corps, 
shall, if physically and mentally qualified, be transferred to a reserve component 
of the Armed Forces, and shall serve therein for the remainder of the period 
which he is required to serve under this paragraph and shall be deemed to be a 
member of such reserve component during such period. In case the Secretary of 
the Army, the Seeretary of the Navy, or the Secretary of the Air Force (or the 
Secretary of the Treasury with respect to the United States Coast Guard), 
determines that enlistment, enrollment, or appointment in, or assignment to, an 
organized unit of a reserve component or an officers’ training program of the armed 
force in which he served is available to, and can, without undue personal hard- 
ship, be filled by any such person, it shall be the duty of such person to enlist, 
enroll, or accept appointment in, or accept assignment to, such organized unit or 


! Italics supplied. 
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officers’ training program, and to serve satisfactorily therein. The Secretaries of 
the Army, Navy, and Air Force, with the approval of the Secretary of Defense (and 
the Secretary of the Treasury with respect to the United States Coast Guard), may 
provide, by regulations which shall be as nearly uniform as practicable, for the release 
from training and service in the Armed Forces prior to serving the periods required 
by subsection (b) of this section of individuals who volunteer for and are accepted 
into organized units of the Army National Guard and Air National Guard and other 
reserve components.! Nothing in this subsection shall be construed to prevent any 
person, while in a reserve component of the Armed Forces, from being ordered 
or called to active duty in such Armed Force.” 


VETERANS’ BENEFITS FOR GRADUATES OF NST CORPS 


Mr. Srxes. What kind of a problem would you encounter from the 
standpoint of giving veterans’ benefits to these 4-month or 6-month 
trainees if you inducted them into the Armed Forces? 

General ApLER. The veterans, those who voluntarily wanted to go 
in, would be few. There would always be some. I think you would 
need a sprinkling of those. 

Mr. Srxes. Are you sure you understood my question? I am talking 
about veterans’ benefits for the 6- or 4-month trainees. That will 
bring about quite a problem. 

Admiral Kinxarp. In the legislation which this Commission first 
proposed that was covered thoroughly. Definitely the graduate of 
NSTC did not get the veterans’ benefits. 

Mr. Sixes. I understand; but what about this present proposal 
that men be called in under existing law for a 4- or 6-month training 
period? I think there would be no way to differentiate them from 
other soldiers or to deprive them of veterans’ benefits once they had 
served 90 days. 

General ApLEr. I do not know. I know at the present time when 
the cutback in the forces was ordered a certain number—hundreds of 
thousands of men—who were drafted for 2 years were being released 
after 20 months. Just what the veteran-benefit status of that is I do 
not know. 

RECOMMENDATIONS OF COMMISSION 


Mr. Stkxus. Tell me this: Are you prepared to make specific recom- 
mendations now, or is this entire subject one which is going to require 
rather intensive study before a recommendation can be made? 

General ApLer. I would say we cannot make any specific recom- 
mendations other than the recommendations we have made in the 
Twentieth Century Minuteman report. We are working with the 
ODM on this so-called framework of a realistic Reserve that is 
immediately callable. I would not like to have the committee left 
with the impression that this National Security Training Corps is in 
existence for the implementation of that law; which, as you say, is not 
feasible. 

Mr. Scrivner. Off the record. 

(Discussion off the record.) 


PARTICIPATION IN ACTIVE RESERVE PROGRAM 
Mr. Sixes. Tell me in what ways you have been able speciftcally 


to implement the Active or Organized Reserve program? It appears 
to me that program is being considered by many boards and com- 
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missions, none of which I can see doing very much about it. Sometimes 
I wonder how you ee le managed to get into that picture. 

General ADLER. oll, we assume that we will be asked to help 
prepare legislation. 

Admiral Kinxatp. May I say a word about that? As I have always 
understood it, our problem is to recommend enabling legislation for 
Public Law No. 51. We are concerned, as you said a moment ago, 
with those who have not been trained. 

Then after they get 6 months’ training these men are completely 
out of our hands. The matter of legislating for a Reserve, active or 
immediately callable or whatever you wish to have it, is entirely in 
the hands of the Defense Department, the ODM. 

We prepare the material from which this Reserve can be made, 
material which is nonveteran. It is the training of the nonveteran 
Reserves, a group of men who can go into formal Reserves. It forms, 
really, quite a wonderful pool from which to build up the active 
Regular forces in time of emergency to strength, with trained non- 
veterans. It forms a pool from which the National Guard can be 
built up to strength with trained nonveterans. It also is a pool of 
individuals who can be used as fillers in various places. 

Further, in my opinion, a very important part of it is that during 
the 6 months these young men get not only their basic training but 
they get a crack at a specialty. 

Mr. Sixes. Is not all of this you are saying predicated upon the 
passage of additional legislation? 

en Krykarp. Oh, of course. Nothing can happen without 
that. 

Mr. Srxes. My question is directed toward your participation in 
the active Organized Reserve program now. 

Admiral Kinxar. This Commission has nothing direct in connec- 
tion with that. It is our material that will be used. It is a matter of 
coorainating the requirements of the military services with the Office 
of Defense Mobilization, and the utilization of our product. 

Mr. Sixes. That is all. 

Mr. Mr. Sheppard? 

Mr. No questions. 

Mr. Wicetesworta. Thank you, gentlemen. 


Wepnespbay, Fespruary 17, 1954. 
DEPARTMENT OF DEFENSE 
SALARIES AND Expenses, Orrice or Secrerary oF DErensE 


WITNESSES 


J. R. LOFTIS, DIRECTOR, OFFICE OF ADMINISTRATIVE SERVICES 
J. A. WYLIE, DIRECTOR, BUDGET AND FINANCE DIVISION 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 


Appropriation or estimate... $14, 000,000 | $12,800,000 | $12, 500, 000 
Unobligated balance, estimated savings —372, 560 — 100, 000 


12, 700, 000 
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Obligations by activities 


Obligations by objects 
Object classification | 1953 actual | 1954 estimate | 1955 estimate 
Total number of permanent positions..._._._____.._.- dbikasi | 1, 950 | 1,882 | 1, 498 
Full-time equivalent of all other positions... 21 9 57 
Average number of all 1, 856 | 1, 623 | 1, 540 
Average salaries and grades: | “a | 
General schedule grades: | } 
Average $5, 831 $6, 159 | $6, 388 
| GS-8.4 | GS-8.8 | G8-9.0 
Crafts, protective, and custodial grades: | } 
$3, 021 | $3, 143 | $3, 170 
CPC-3.4 | CPC-3.8 | CPC-3.7 
| $10, 704, 639 $9,754,250 | $9, 467, 410 
Other 260, 782 | 487, 800 523, 300 
Regular pay in excess of 52-week base.._.........__. -| 37, 953 | 37,450 | 37, 090 
Payment above basic rates 227, 708 191, 000 186, 100 
Other payments for personal services 55, 514 | 39, 900 | 35, 000 
Total personal services. | 10,510,400 | 248, 900 
02 Travel____. 700, 000 | 750, 000 
03 Transportation of things... __- 33, 200 | 32, 900 
04 Communication services. 290, 600 | 209, 700 
Rents and utility services m 54, 500 | 12, 500 
06 Printing and reproduction ____- 340, 000 342, 900 
07 Other contractual services_ -- 523, 400 | 588, 500 
08 Supplies and materials_____ 135, 000 | 126, 100 
09 Equipment 90, 000 | 76, 000 
13 Refunds, awards, and indemnities.__........_____- 1, 000 1, 000 
15 Taxes and assessments.__..........._______- 21, 900 | 21, 500 


Obligations 13,627,440 | 12,700,000 | 12, 500, 000 
| 
Analysis of expenditures 
| 
1953 actual | 1954 estimate | 1955 estimate 
Unliquidated obligations, start of year.............____- anaes $1, 735, 092 | $1, 057, 117 $2, 032, 117 
Obligations incurred during the 13, 627,440 | 12,700,000 | 12, 500, 000 
15, 362, 532 13, 757, 117 14, 532, 117 
Deduct: 
Uniliquidated obligations, end of year._.............. vant 1, 057, 117 2, 032, 117 2, 532, 117 
SSS 14, 092, 300 11, 725, 000 12, 000, 000 
Expenditures are distributed as follows: 
Out of current authorizations. ___......................-.. 12, 769, 918 10, 925, 000 11, 000, 000 
Out of prior authorizations................................ 1, 322, 382 800, 000 1, 000, 000 


Mr. Wiaa.teswortu. The next item is a request for “Salaries and 
expenses,” Office of the Secretary of Defense, which I understand is 
in the amount of $12.5 million, as compared with $12.7 million in the 
current fiscal year. 

Mr. Lortis. Yes, sir. $12.8 million was appropriated. We expect 
we will only spend $12.7 million, as we see it now. 

Mr. WicGLesworts. That figure compares with $13,627,440 in 
actual expenditures in fiscal 1953. 

Mr. Loftis, the Director of the Office of Administrative Services, 
Office of the Secretary of Defense, has a statement for the committee 
in this connection. 

Mr. Lortis. Yes, sir. 


4 Direction and coordination of defense: 
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GENERAL STATEMENT 


Mr. Chairman and members of the committee, the appropriation 
“Salaries and expenses, Office of Secretary of Defense,”’ provides the 
funds to defray the necessary expenses of running the Office of the 
Secretary of Defense. 

When Dr. Hannah appeared before this committee last year, he 
outlined certain objectives for streamlining the organization of the 
Office of the Secretary of Defense which would relieve that Office as 
much as possible from administrative operations and emphasize more 
effective planning, policy control, and reporting. I am pleased to 
report at this time that we are making substantial progress toward 
the achievement of those objectives. With the authority approved 
by Congress in Reorganization Plan No. 6, the unwieldy board and 
committee structure for providing staff assistance to the Secretary of 
Defense has been abolished and definitive areas of responsibility have 
been assigned to individual Assistant Secretaries. I thought it might 
be helpful to review with you some of the more significant actions 
taken to realine the organization and strengthen its capabilities to 
carry out the responsibilities assigned. 

Incidentally, for your information, I am going down the table on 
page 5 of the printed justifications; items 1 through 15. 

In the immediate office of Mr. Wilson and Mr. Kyes, while some 
reductions have been made in the number of administrative personnel 
required to handle the paperwork, it was determined that more em- 
phasis was required on intelligence and cold-war activities in support 
of the Secretary’s responsibilities as a member of the Operations 
Coordinating Board and his responsibilities for National Security 
Agency and related activities. With this added emphasis in these 
fields, it is estimated that the expense of running the immediate Office 
of the Secretary and Deputy Secretary will amount to approximately 
$596,000, about $100,000 more than this year but about the same as 
was spent last year.. 

The responsibilities of the Assistant Secretary (Comptroller) over 
budget and fiscal matters of the Department of Defense, as set forth 
in title [V of the National Security Act, are virtually the same as in 
previous years. However, in recognition of the increasing magnitude 
and complexity of the budget and fiscal operations in Europe, the 
Comptroller has established a small staff to handle on the spot budget 
and fiseal problems relating to those foreign programs. ‘This opera- 
tion will increase slightly the expenses of running the Comptroller’s 
office, but this small merease should be more than offset by the savings 
to be realized out of an on-site review of the fiscal plans and operations 
of these overseas activities. The estimate of expenses for the fiscal 
year 1955 for Comptroller activities is $1,436,000, as compared with 
estimated expenses of $1,370,000 this year. 

Assistant Secretary Hannah has reviewed with you his plans in the 
manpower and personnel field. In addition to those programs his 
office also handles certain domestic security policy matters for the 
Department of Defense as well as all administrative services for the 
Office of the Secretary of Defense. In this latter area we are effecting 
substantial savings by reducing the number of people required to 
handle the administrative housekeeping duties. Last year the 
statutory Munitions Board and Research and Development Board 
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each had rather sizable administrative staffs which have now been 
eliminated, and responsibility for providing all activities in the Office 
of the Secretary of Defense with administrative services has been 
centralized in Dr. Hannah’s office. With this reduction, we believe 
that the expenses of ruaning that office can be reduced to around 
$1,660,000, as compared with $1,829,000 estimated this year and 
$2,019,000 last year. 

Responsibility for legislative and public affairs of the Department of 
Defense has been assigned to Assistant Secretary Fred Seaton. For 
his immediate staff and the legislative and congressional liaison func- 
tions, he estimates he will require about $268,000, approximately the 
same as this year. ‘This does not include the expenses of running the 
Office of Public Information which is also under Mr. Seaton’s direction. 
Those expenses are provided for in a separate appropriation for that 
office. 

The estimate of $586,000 for the expenses of providing the staff 
assistance required in the field of International See urity Affairs is 
approximately the same as the estimated expenses this year and reflects 
the continued emphasis needed in this field. This staff deals with a 
multiplicity of politico-military matters involving the development of 
Department of Defense positions in connection with such international 
meetings as the North Atlantic Council, Berlin and Bermuda Confer- 
ences, the formulation of policies and courses of action for the imple- 
mentation of approved programs in support of the North Atlantic 
Treaty Organization, base-rights negotiation, and other collective 
security matters. 

The responsibility for construction, maintenance, and real-property 
management has been assigned to Assistant Sec retary Floete. He 
estimates that with more emphasis on the review of construction 
design criteria and standards and maintenance practices, substantial 
long-range savings can be effected. Specific areas offering the most 
promise for immediate savings have been identified, and plans are 
well advanced to employ on a temporary basis experienced engineers 
and architects to assemble the information necessary for an objective 
appraisal of these methods. The estimate of $639,000 for the fiscal 
year 1955 will provide the additional emphasis Mr. Floete feels is 
needed in this area. 

Assistant Secretary Thomas has been assigned responsibility gen- 
erally in those areas formerly covered by the Munitions Board. He 
has reorganized this area into five broad general fields: (1) Require- 
ments review and analysis, including mobilization planning, (2) 
production, including purchasing and contracting policies, production 
scheduling and petroleum logistics, (3) storage, distribution and dis- 
posal, (4) cataloging, standardization and inspection, and (5) trans- 
portation and communications. Of the total $3,253,000 estimated 
for these important programs, approximately $1,600,000 is provided 
for cataloging, standardization and inspection. This compares with 
$3,660,000 estimated this year, with about the same for cataloging, 
standardization and i inspection, and $5,013,000 under the former 
Munitions Board last year. By placing more of the operating 
functions in the military departments and strengthening the staff of the 
Assistant Secretary to provide policy guidance and assistance in the 
development of improved military systems of supply and logistics, 
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Mr. Thomas believes that greater progress can be made with fewer 
personnel and a substantial savings in dollars in this area. 

Applications engineering is a new function in the Office of the 
Secretary of Defense. As Mr. Newbury outlined to this committee 
the other day it provides a review of production and research programs 
to evaluate military characteristics and performance specifications 
of weapons and equipment in terms of production and maintenance 
costs, and to effect the maximum practicable standardization through 
reduction of the number of types and sizes of weapons and equipment. 
The estimate of $363,000 will enable Assistant Secretary Newbury 
to employ a small staff of engineers experienced in design, production, 
and maintenance of equipment. 

With the abolition of the Research and Development Board, Assist- 
ant Secretary Quarles is directing his efforts to building a new structure 
for coordinating departmental research and development programs. 
While the experience of civilian scientists in the planning and review 
of programs will continue to be utilized and a broad understanding 
outside the Department of basic defense needs encouraged, assistance 
and guidance to the military departments in their research and devel- 
opment programs will be provided through interservice committees 
in the major research and development areas. Dr. Quarles believes 
that this new approach will insure a more vigorous research and devel- 
opment program fundamental to achieving and maintaining a sound 
defense position with less overhead expense—$1,951,000 as compared 
with the $2,071,000 required under the old Research and Development 
Board structure. 

The responsibilities of Dr. Berry, the Assistant Secretary for Health 
and Medical Matters, were not materially changed as a result of the 
reorganization of the Office of the Secretary of Defense. The estimate 
of approximately $102,000, the same as was spent last year, will pro- 
vide for the necessary expenses of a small staff to assist Dr. Berr 
with the development of Department of Defense policies in the heal 
and medical fields. 

Reorganization Plan No. 6 established the position of General 
Counsel with the rank and pay equivalent to an Assistant Secretary 
of Defense. Mr. Hensel as General Counsel is the chief legal officer 
of the Department, with responsibility for providing legal advice 
and services to guide and assist the Secretary and other officials of 
the Department in carrying out their responsibilities. Mr. Hensel 
estimates that approximately $302,000 will be required for these 
purposes, as compared with $342,000 spent last year. 

In addition to the activities mentioned, this appropriation request 
provides for the civilian salaries and other necessary expenses incident 
to the administration of the Joint Chiefs of Staff and Joint Staff and 
the Military Liaison Committee to the Atomic Energy Commission. 
The estimates of $1,058,000 for the Joint. Chiefs of Staff activities and 
$86,000 for the Military Liaison Committee are approximately the 
same as was spent last year for these purposes. 

In summary, it is estimated that $12,500,000 will be required ia 
the fiscal year 1955 to carry out these important tasks. This will pro- 
vide for an average of 1,483 full-time civilian employees and 560 mili- 
tary persoonel, or a total of 2,043 next year as compared with an aver- 
age of 1,574 civilians and 618 military, or a total of 2,192 this year. 

is represents a reduction of 559 from the 2,602 employed in these 
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activities when Secretary Wilson came in last year. While we feel 
that substantial progress has been made in reducing the personnel re- 
quired by tbe Office of the Secretary, we are continuing our efforts to 
weed out unnecessary or uneconomical operations. 

Mr. WieeieswortH. Thank you, Mr. Loftis. 


SUMMARY OF OBLIGATIONS BY PROJECIS 


Without objection we will insert at this point in the record the 

breakdown appearing on page 5 of Tab 1 of the justifications, which 
ives the comparable figures by subdivisions of the Secretary’s office 
or the fiscal years 1953, 1954, and 1955. 

(The information is as follows:) 


SALARIES AND Expenses, Orrice oF SECRETARY OF DEFENSE 


Summary of obligations by project 


| Estimate, Estimate, 
No. Project Actual, 1953 | 1954 1955 
1 | Office of the Secretary and Deputy Secretary__________ $598, 013 $496, 800 $506, 100 
Assistant Secretary: 
2 1, 119, 635 1, 370, 000 1, 436, 000 
3 Manpower and Personnel. _.______.___..._._....- 2, 019, 482 1, 829, 400 1, 660, 400 
4 Legislative and Public Affairs............-...-.._- 255, 730 250, 000 268, 100 
5 International Security Affairs 428, 078 571, 500 586, 300 
6 Properties and Installations. 384, 200 512, 200 | 639, 100 
7 Supply and Logistics.._____- 5, 013, 971 3, 660, 600 3, 253, 400 
Applications Engineering 212, 500 363, 200 
9 Research and Development_ 2, 071, 920 1, 987, 500 1, 951, 7 
10 102, 488 106, 500 101, 700 
it. (| 1, 049, 749 1, 108, 400 1, 058, 200 
13 | Assistant to the Secretary (Atomic Energy) and 
Chairman, Military Liaison Committee to AEC.__. 99, 344 85, 000 86, 200 
14 | Defense management 120, 402 
15 | Special programs... 22,807 | 224, 000 198, 000 
13, 627, 440 12, 700, 000 12, 500, 000 


1 Includes all items of support for military personnel such as temporary duty travel, supplies, equipment , 
etc., with the exception of pay and allowances which are provided by the military departments. 


OBLIGATIONS AND EXPENDITURES 


Mr. WieGLeswortu. What is your overall obligation figure as of 
December 31? 

Mr. Lorris. I have it here as of January 31. Do you have the 
December 31 figure, Mr. Wylie? 

Mr. Scrivner. January would be better. 
Bsns Wiceteswortu. | would like to have them both, if you have 
them. 

Mr. Lorris. For January the obligations were $7,035,919 and the 
expenditures were $6,062,325. 

Mr. Wiacieswortu. That is January 31? 

Mr. Lortis. Yes, sir. 

Mr. Wiaeiteswortn. Have you the December 31 figures? 

Mr. Wrute. Yes, sir. The obligations for December 31, 1953, 
were $6,114,546. Would you like to have the expenditure figure, too? 

Mr. Yes. 

Mr. Wyrutr. Expenditures as of December 31 for this appropria- 
tion were $4,819,769. 
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Mr. Wicc.eswortu. It looks as though you might even do better 
than you have indicated. You had $12.8 million, and you said you 
thought you might not spend more than $12.7 million, but it looks 
like you might get along with less than that. 

Mr. Lortis. We hope so. We are trying to, sir. 


PERSONNEL 


Mr. Wice.esworts. Personnel is going down? 

Mr. Lortis. It is scaling down. 

Mr. WiecGieswortH. Can you give me a current employment 
figure (a) for civilian personnel and (6) for military personnel? 

Mr. Lortis. Yes, sir. As of 31 December there were 1,506 full- 
time civilian and 623 military personnel assigned, a total of 2,129. 


MILITARY PERSONNEL 


Mr. WiaGiesworts. Incidentally, what is the annual cost of that 
military personnel? 

Mr. Lorris. We have an estimated cost of military personnel here, 
based on an average factor developed by the Department of the 
Army, which we use in the Department of Release for these purposes. 
It is not an actual cost. 

Mr. WiaGLeswortnH. That will be accurate enough. 

Mr. Lortis. I can give it to you for the 3 years. This money is 
not included in this appropriation estimate but is provided in the pay 
and allowances of the military departments. 

For 1953, with an average of 715 military personnel assigned, the 
estimated cost was $5,738,292. 

This year, with an estimated average of 618 military personnel, the 
cost is $4,839,732. 

For the budget year 1955, with an estimated average of 560 mili- 
tary personnel, the cost will be $4,442,832. 


CIVILIAN PERSONNEL 


Mr. WicGiesworrn. I notice with particular interest your con- 
cluding paragraph, in which you indicate that for 1955 you will have 
an average of 1,483 full-time civilian employees and 560 military, for 
a total of 2,043; and that this represents a reduction of 559 from the 
2,602 employed in these activities when Secretary Wilson took over 
last year. In other words, you are anticipating about a 20-percent 
reduction in personnel since the time Secretary Wilson took over? 

Mr. Lorris. Yes, sir. Our actual reduction, of course, is greater 
than this figure. These are net. 

We have at the same time added new people into the organization, 
so the figures of gross reductions would be anywhere from 75 to 100 
greater than those stated there. 


ORGANIZATION OF THE OFFICE OF SECRETARY OF DEFENSE 


Mr. Wicciesworts. The chart which was introduced in the record 
breaks down the Office of the Secretary of Defense first into the 
Office of the Secretary and Denuty Secretary and then into 9 Assistant 


403 


Secretaries and the Office of the General Counsel, who has a com- 
parable rank, I take it. 

Mr. Lortis. Yes, sir. 

Mr. WigGLeswortH. Can you indicate for the record which of these 
positions are new since Secretary Wilson took over, and also give us 
information as to what boards or committees or other setups have 
been eliminated since that time? 

Mr. Lortis. Yes, sir. 

Reorganization Plan No. 6 abolished the statutory Munitions 
Board and Research and Development Board and the statutory 
positions of Director of Installations and Director and Deputy Director 
of the Defense Supply Mauagement Agency. Those functions were 
all transferred to the Secretary of Defense. 

He was authorized under the reorganization plan to have 9 Assistant 
Secretaries and a General Counsel in lieu of the 3 Assistant Secretaries 
previously provided. 

To identify which of those positions is absolutely new is not clear- 
cut except in one field. Applications engineering is an entirely new 
function in the Office of the Secretary of Defense. 

Going down the list, the Assistant Secretary (Comptroller) was 
provided under the National Security Act, title IV. Of the other 2 
Assistant Secretaries we had at that time 1 was assigned responsibility 
for manpower and personnel and the other was assigned responsibility 
for international security affairs. That, incidentally, was a change 
that Mr. Wilson made when he first came into office. 

The third Assistant Secretary’s position had formerly been assigned 
responsibility for legal and legislative affairs, when Mr. Coolidge was 
Assistant Secretary. 

So to identify whether the legislative affairs function is new or the 
General Counsel is new is difficult. We did have a predecessor 
organization which carried out those two functions. 

Going on down the list: The Assistant Secretary (properties and 
installations) handles all of the functions formerly vested by Congress 
in the Director of Installations, the position which was abolished, 
ae with some of the activities formerly assigned to the Munitions 

oard. 

The Assistant Secretary (supply and logistics) took over most of 
the functions of the former Munitions Board, together with the trans- 
portation and traffic management responsibilities which were formerly 
handled by a special assistant to the Secretary, and cataloging, 
standardization and inspection responsibilities which were tarumtty 
handled by the Defense Supply Management Agency, a new agency 
which Congress had created the year before. 

The Assistant Secretary (applications engineering) I mentioned is 
new. 

The Assistant Secretary (research and development) handles most 
of those responsibilities which were formerly assigned to the Research 
and Development Board. 

The Assistant Secretary (health and medical) is not a new function 
in the Office of the Secretary of Defense. When Mr. Wilson first 
came in there was an Armed Forces Medical Policy Council which he 
abolished, and set up a special assistant for health and medical mat- 
ters. When Reorganization Plan No. 6 was approved, the head of 
that activity was made an Assistant Secretary. 
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The General Counsel functions were formerly provided for under « 
General Counsel in the Department of Defense, but it was not a 
statutory position. 

I do not have with me the details on the boards and committees that 
were abolished. I do have some summary figures here. 


BOARDS AND COMMITTEES AND PANELS ABOLISHED 


Mr. Wicctesworrtn. I forget the number, but it was stated last 
year that there were innumerable boards and committees over there in 
the Pentagon. 

Mr. Lortis. Yes, sir. 

Mr. Wiacteswortu. As I remember it, and I do not want to mis- 
} arse him, Secretary Wilson indicated that he was not very strong for 

e committee system, that he liked to appoint competent individuals 
and hold them responsible. 

Mr. Loris. We are working up the specifics on this, but I have 
some rough pencil figures here, to give you an indication. 

Mr. Wiccieswortn. It will be interesting either now or when you 
revise your remarks if you can give us some idea of what cut down 
there has been in that connection. 

Mr. Lorris. A quick reading this morning, for your information, 
indicates that there were some 365 committees, panels, and groups in 
existence in the Office of the Secretary of Defense when Mr. Wilson 
came in a year 

Mr. Wiac.eswortH. That is what I had in mind. 

Mr. Lortis. Those activities utilized the part-time services of 
4,290 people. By the 15th of February we had reduced the number 
to about 157 committees, panels, and groups, which utilized the part- 
time services of about 1 625 people. 

Mr. Suepparp. Pardon an interruption, Mr. Chairman. 

Do you mean you have reduced that amount, or have reduced down 
to a present amount? 

Mr. Lortis. To a present number of groups. We have not elimi- 
nated them entirely. 

_ Mr. SHepparp. I see. 

are Lortis. This is not a final figure. We are still working on this 
problem. 

Mr. WiaecieswortH. But you have eliminated something like 208 
of them. 

Mr. Lortts. Yes, sir. 

Mr. Almost two-thirds? 

Mr. Lortis. Yes, sir. 


OrriceE oF Deputy ComprroLLER FoR 


Mr. Wiaeiesworts. I notice that you referred to the establish- 
ment of an Office of Deputy Comptroller for Europe. I think that 
should be productive of very substantial results. How large an 
oN 0, It h taffing for 2 1 luding M 

r. Loris. It has as program for 20 people including Mr. 
John Holcombe, whom you may know. I was talking with him last 

ht about staffing needs. 

e is on his way back to Paris now. I talked to him on how he was 
getting along over there. He is committed to hold himself to this 
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figure of 20 people, although there are many who think he needs 
twice that number. 

I think the encouraging thing is the cooperation and assistance he 
is receiving throughout Europe. I was primarily interested in getting 
the feel of that. The Army, Navy and the Air Force commanders 
over there are soliciting his help with regard to their budget and fiscal 
problems. 

Mr. Wiccieswortu. Is the office actually operating? 

Mr. Lortis. Yes. It has been operating now for about 6 months, 
I believe. 

Mr. Wicctesworrs. Has it shown specific results to date that you 
can indicate in dollars and cents? 

Mr. Lortis. I would prefer that Mr. McNeil answer and supply 
you with that information. I do not get the results of his operations 
over there other than from the general conversations with him. I do 
not have the specifics. 

Mr. Wiccieswortu. Where is the office situated? 

Mr. Lortis. It is located in Paris. 


ASSISTANT SECRETARY FOR LEGISLATIVE AND Pupiic AFFAIRS 


Mr. Wicc.Leswortu. I notice that the request for an Assistant 
Secretary for Legislative and Public Affairs reflects an increase from 
$250,000 to $268,100. Why should that work be on the increase? 

Mr. Lorris. Mr. Seaton, the Assistant Secretary for Legislative 
and Public Affairs, has not finalized his new organization for handling 
that activity. He took over the congressional liaison responsibility 
which is primarily staffed by military personnel. 

The legislative programing function is a function handled by ap- 
proximately 10 attorneys with supporting clerical staff, and in addi- 
tion he feels that he will need 2 top deputies at about the $14,000 
— level, 1 on the legislative affairs side and 1 on the public affairs 
side. 

Mr. Seaton’s responsibilities also encompass the direction of the 
Office of Public Information, the money for which is provided in a 
separate appropriation. 

r. WigeLeswortH. You say that he wants 2 top deputies at 
$14,000. 

Mr. Lortis. $14,800 are the actual figures. He is planning no 
increase in his legislative program and staff, or his congressional 
liaison staff. 

Mr. Wiaeteswortn. What is the $18,000 increase? Are you cut- 
ting down someplace else? 

Mr. Lortis. There have been some reductions through attrition in 
the legislative programing staff. We do not have as many people as 
we had before. 

Mr. Wiaetesworts. This request does not include anything for 
public information for which he is also responsible? That will be 
presented later? 

Mr. Lortis. That is right. 

Mr. Wiaeteswortn. He is requesting a total force of 39 civilians 
and 5 military, or 44? 
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Mr. Loris. Yes. In those functions last year there were 41 
civilians and 6 military, or a total of 47 as compared with 39 and 5, 
or a total of 44. So there is some reduction. 

hee WiaG.Lesworth. What does the work consist of, liaison with 
what! 

Mr. Lorris. The various committees of Congress, to assist them 
in their contacts with the Department of Defense in matters of 
mutual interest. 

Mr. WiaG.eswortn. Preparing replies to letters from Congressmen? 

Mr. Lorris. In some cases they prepare the replies. In some 
cases they see that it is done. If it is a fiscal matter that Mr. McNeil 
should respond to it would come through the congressional liaison 
staff and they would see that Mr. McNeil’s people got the reply out. 

Mr. Wiaeieswortu. How many does he have for liaison with the 
Congress? 

Mr. Lorrrs. He has a total of 5, 2 civilian stenographers and 3 
officers. That is on legislative liaison. He also has a total of five 
on legislative investigations. 

Mr. Wiceiesworrnu. Are those in addition? 

Mr. Lorris. That is a total of 10 in that area. 

Mr. Wiaciesworrtu. Are those in addition to the liaison forces that 
the three branches of the service have? 

Mr. Lorris. Yes. That is Office of the Secretary of Defense liaison. 

Mr. Wiacieswortu. They are not at the Capitol? 

Mr. Loris. No. They spend some of their time at the Capitol, but 
a great deal of their time is spent in the Pentagon. 


ASSISTANT SECRETARY FOR INTERNATIONAL Security AFFAIRS 


Mr. Wiacieswortn. Well, the Assistant Secretary for International 
Security Affairs wants an increase of $15,000. That is going up pretty 
ag from $428,000 in 1953 to $571,000 in 1954, to $586,000 requested 

or 1955. 

Mr. Wyuie. That represents an additional man-year of employment. 

Mr. The $15,000? 

Mr. Wyte. No, sir. There is about $6,000 in there for an addi- 
tional man-year of employment, and there is additional money for 
postage and also for travel. We are having an increasing demand in 
that activity by virtue of these various meetings, for example, the 
Bermuda Conference and the Berlin Conference. : 


ASSISTANT SECRETARY FOR PROPERTY AND INSTALLATIONS 


Mr. WiceteswortH. I see also the request of the Assistant 
Secretary of Property and Installations. The appropriation was 
$384,000 2 years ago; it went to $512,000 in the current year, and 
you want $639,100 in the fiscal year 1955. Why should that not be 
decreased rather than increased? 

Mr. Lorrtis. Assistant Secretary Floete, in addition to taking over 
the responsibility for the public-works construction program, is 
planning on doing more in the maintenance and real property manage- 
ment area than was ever done in the past by the former Munitions 
Board staff. 
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Mr. WiaGLeswortH. Can you develop that a little? 

Mr. Lorris. Yes. 

Last year, a year ago January, there were 37 people employed in 
the public works construction area. Mr. Floete is planning on 
doing that job with about 22 people. 

In the mainfenance field, where we had no one specifically assigned, 
he feels he will need 14 people for that. 

For real property management there were 14 people mostly con- 
cerned with defense bousing problems. Mr. Floete is deemphasizing 
the housing aspect but setting up to handle real property manage- 
ment in total with about 18 people. So the total staff requirements 
including his immediate office of 6 will be 60, which compares with - 
56 that were assigned responsibilities in this general area a year ago. 

Mr. Floete is going to try to do the job with 60 people. He feels 
that is going to be tight, so in addition he is planning on making sub- 
stantial use of outside consultants, engineers and architects. A large 
portion of the dollar increase is due to the temporary employment of 
engineers and architects to come in and make special studies to find 
out what the facts are so that with his small staff of specialists they 
can make decisions. 

SPECIAL PROGRAMS 


Mr. WiaeLeswortuH. My attention is called to the final item on the 
chart inserted in the record entitled ‘Special programs’’, for which 
you are asking $198,000. Is not that primarily for the purpose of 
paying consultants? 

Mr. Lorris. Yes. That is a pure guess on our part. We use the 
special programs account for temporary groups that the Secretary 


sets up from time to time, such as Dr. Cooper and his committee who 
are in there now studying the fiscal procedures of the Department 
of Defense. We employ those people on a consultant basis, most of 
them wlthout any compensation, but with reimbursement for their 
travel expenses, to come in bere for meetings. Occasionally we re- 
imburse them at the maximum rate of $50 a day for that hind of 
service. 

We are spending this year about $225,000, I believe, and it is largely 
for the Cooper committee. We have no specific program set up for 
next year. 

We do not often know very far in advance what groups the Secretary 
is going to set up, but we know that for 6 years we have always had 1, 
2, or 3 of these special study groups working. We felt we should put 
a modest amount in for that purpose. 

Mr. Wiae.eswortH. That money is not available for the consult- 
ants that Mr. Floete has in mind? 

Mr. Lorris. We budgeted for consultants separately under the 
money set forth opposite his office. 


MILITARY LIAISON COMMITTEE TO AEC 


Mr. WiaeLeswortH. What about the military liaison committee 
to the Atomic Energy Commission at $86,200? 

Mr. Loris. That is a committee set up under the Atomic Energy 
Act.of.1946, as amended, for which the Office of Secretary of Defense 
has assumed administrative support responsibility. The chairman of 
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that committee, Mr. LeBaron, also acts in the capacity of assistant to 
the Secretary of Defense on atomic energy matters. 

He has a very small staff in the Pentagon. Most of the staff of 30 
people are located over in the Atomic Energy Building. 

Mr. Wiacieswortu. How large a committee is this? 

Mr. Lortis. The committee is composed of a chairman, appointed 
by the President, and two military members from each mulstany de- 
partment. As of December 31, the staff consisted of 17 military 
personnel and 14 civilians, including Mr. LeBaron, the chairman, and 
stenographic and clerical personnel, or a total of 31. That has been 
trimmed down somewhat from a year ago when there were 26 military 
personnel and 20 civilians for a total staff of 46. 

M r. Wiae.LeswortH. They are working right in the atomic energy 
setup? 

Mr. Lorris. Yes. They provide the liaison between the military 
and the Atomic Energy Commission on the military application of 
atomic energy. 

Mr. Scrivner. Mr. Loftis, I have been impressed with the state- 
ment that you have made, showing that the Secretary’s Office has 
brought to us decreased spending, which of course, is commendable. 
It is expected that it can serve as an example to the rest of the Mili- 
tary Establishment. 


REDUCTION OF MILITARY PERSONNEL 


It seems to us sometimes that while in the budget presentation, 
and in the control of expenditures of funds, there has been quite a bit 
of stress laid upon the number of civilian personnel in some of these 
activities which you have mentioned; there is not always as much 
concern shown as to the number of military. Their costs, of course, 
are carried in another portion of the budget. 

In view of that feeling on our part, I was quite pleased to note in 
the justifications on page 7 that whereas in the fiscal year 1953 there 
were 715 military personnel in the Office of the Secretary, that has 
been reduced almost 100 in the fiscal year 1954 and is now again 
being reduced down to an average of 560 during the coming fiscal 
year. 

If that same thing could be carried on down the line, it would be 
another evidence where we can get more defense for fewer dollars. 

What, if anything, has been done in connection with that use of 
military personnel? 

Mr. Lorris. May I say, Mr. Scrivner, in our budget review process 
we develop the military personnel requirements in the same manner 
as we do the civilian requirements; in other words, we eliminate the 
factor that this appropriation does not bear the cost of military 
personnel, but we review their total manpower needs to carry out 
specific tasks whether or not they are using civilian or military. 

hat is the way we arrive at our military figure. It may be interestin: 
to note of that total, 290 military are in the Joint Chiefs of Stall 
activities and 16 of them are in this military liaison committee, two 
strictly military activities. That reduces the number of military 
personnel substantially that are assigned in other areas of the Office of 
the Secretary of Defense. We are operating under a policy which we 
have had for a number of years that wherever a job can be filled by a 
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civilian we a first priority and preference to a civilian, if we can 
find one. e do find there are some skills that the military have that 
are very definitely of value to these programs we are handling in the 
Office of the Secretary of Defense. I do not think we would ever get 
down to the point where we would not have any military in the office. 

Mr. Scrivner. I would not expect it. That time probably will 
never come. 

MISASSIGNMENT OF MILITARY PERSONNEL 


There is one other point along that line. I notice that you set out 
the grades from GS-18 on down to GS-2. There is no comparative 
breakdown of the rank of the military personnel. It may be here 
someplace, but I have not yet found it. 

What effort is being made, for instance, to use men of lower rank 
on these jobs? For instance, if you have a major that can do a job 
that a general is doing? 

Mr. Lortis. Some years ago, you may remember, we were criti- 
cized very justifiably for a number of misassignments of military 
personnel. We had high ranking officers doing rather menial tasks. 

Mr. Scrivner. That is just what I am coming to now. While 
there may have been some improvement, many times when a man 
can do a job as well as a general, there are a lot of times when perhaps 
a first or second lieutenant, or even a good sergeant, can do the job 
as well as a major. I will give you an example off the record. 

(Discussion off the sein) 

Mr. Lortis. We are very cognizant of the problem and we are 
working on it. I believe that we have made considerable improve- 
ment. 

Mr. Mr. Miller. 

Mr. Mituer. No questions. 

Mr. Mr. Sheppard. 


DISPOSITION OF PERSONNEL ASSIGNED TO MUNITIONS BOARD AND 
RESEARCH AND DEVELOPMENT BOARD 


Mr. Sueprparp. With reference to your statement I find on page 2 
the following: 

Last year the statutory Munitions Board and Research and Devélopment 
Board each had rather sizable administrative staffs which have now been elimi- 
nated, and responsibility for providing all activities in the Office of the Secretary 
pi Defense with administrative services has been centralized in Dr. Hannah’s 
office, 

When you use the word “eliminated’”’ with reference to the Muni- 
tions Board and Research and Development Board, to me that would 
mean that those bodies were completely takea off the payroll on a 
cumulative basis. 

Are you prepared at this time to still justify the word “eliminated,” 
or were those bodies taken out of those operations and transferred to 
other duties in the Department? 

Mr. Lortts. No, sir. I think that we can support the use of the 
word “eliminate” there. We have not completely run through the 
oro yet, but a Pare ago January there were employed in the 

unitions Board and the Research and Development Board and in 
my own office a total of approximately 227. As of December 31, we 
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had that figure down to 167. We are shooting to get it down to 
about 142, or thereabouts, by June 30 of this year. 

The function has been transferred to my office. We are going to 
do the total job with fewer people. Whether the actual person is still 
in the organization is dependent upon his retention rights and other 
civil-service regulations, and whether or not we have a job elsewhere 
that he is qualified to do. 

Mr. Suepparp. I would assume from the context of your state- 
ment—and I[ am not criticizing it at all—that while you have elimi- 
nated the name of the Munitions Board and the Research and Develop- 
ment Board as such, and perhaps some of its personnel, there has been 
transferred from those previous groups a certain portion of personnel 
into the present operations under another title. I make that assump- 
tion upon the premise in the statement that you just made. 

Mr. Lortts. Yes. We put them all in a pool, together with the 
people in the administrative office, and according to those with the 
greatest retention preference, and with regard to the numbers that 
we said we would need eventually, we started running the civil-service 
reduction in force procedure. For example, we may have a boy 
working in my supply room now who was formerly working in the 
Research and Development Board. 

Mr. SHepparp. That is the whole point. The word “eliminated”’ 
is very indefinite. 

Mr. Lortis. In lieu of that we lose one of the people formerly 
employed in my office. 

Mr. SHepparp. Another question pertaining to the same issue, be- 
cause you have been addressing yourself to the civil service, or civilian 
aspect, which is quite proper. 

There was a large amount of military personnel in these respective 
functions when they were operating under the titles of the Munitions 
Board and the Research and Development Board. 

How many of the military have actually been eliminated from their 
duties and thereby referred back to their superiors for reassignment of 
military duties? 

Mr. Lorris. There was a total of 27 military personnel in the com- 
bined operations of the Munitions Board and the Research and De- 
velopment Board and my office a year ago in January. We now have 
22. We are going to get down to 13 by the end of this year. 

Mr. Sueprarp. Then the proper concept would be that there has 
been eliminated, insofar as Fas. respective boards are concerned, a 
portion of them, and a portion of them have been absorbed in the 
present function? 

Mr. Lortis. The activity itself has been eliminated. The function 
is still continuing. The function was transferred to my office, and all 
the people were put in my office and we have been going through this 
reduction-in-force procedure. 

Mr. Suepparp. Then the word “elimination”—and I am _ not 
trying to belabor the definition—is not quite accurate. It is accurate 
only insofar as it applies to the two titles; to wit, the Munitions 
Board and the Research and Development Board. 

Mr. Lorris. Yes; you are right. 
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EMPLOYMENT OF CONSULTANTS AND SPECIALISTS 


Mr. Suepparp. I notice on page 3 in the second paragraph you 
say: 

Specific areas offering the most promise for immediate savings have been 
identified, and plans are well advanced to employ on a temporary basis the 
experienced engineers and architects to assemble the information necessary for 
an objective appraisal of these methods. 

In other words, you are bringing in specialists, and I presume under 
the $50 a day payment plan? 

Mr. Lorris. Some of them under $50 a day, and some by contract 
with a firm of engineers. 

Mr. SuerrparpD. How many contracts have been made in that 
field? 

Mr. Lortis. None has actually been let. The plans have been 
laid for a study in the warehousing field, and a study of airfield 
installations. There is some thought being given to whether or not 
they should make a study of ammunition loading and outloading 
facilities. I believe those are the three that are ready to go now. 

Mr. Sueprarp. Is it reasonable to assume these groups of people 
are being put to work in the two categories that you referred to—the 
$50 specialists and those in the contractual aspect—for the specific 
purpose of surveying the field and making recommendations to the 
Secretary of Defense, through proper channels, of course, whereby he 
can establish what should be expended in those fields? 

Mr. Lortis. Yes. 

Mr. SHepparp. Under that procedure why is it necessary, if it 
appears in the budget later on for the departments of the military, 
to have specialists in the same field doing the same work? 

Mr. Lortis. A lot of these surveys call for interdepartmental effort 
where the Army, the Navy, and the Air Force participate with the 
Office of the Secretary of Defense. The approach taken here does not 
provide, I believe, for any substantial outside representation in the 
military departments. They will be represented by people who are 
already in the Office of the Chief of Engineers of the Army and in the 
Bureau of Yards and Docks, Navy, but I know of no proposal where 
they would have to go out and hire specialists for this purpose. 

Mr. SHepparpD. I am asking you for your openion. The position 
that you occupy is one of considerable credence, and what I am trying 
to establish here is, if we find later in the budget a request for similar 
functions, why it is necessary to have those similar functions because 
it is assumed the people that you have addressed yourself to are in a 
field of competence they ought to be able to do the work without 
having the work repeated, or having someone take a double shot at it. 

Mr. Lortis. Any large-scale contracting with firms or architects 
and engineers will not be provided for by money in this budget. It 
would be assigned to Army, Navy, or the Air Force to be taken care 
of out of public works construction funds, 

What we have in this budget is largely for any small contracts they 
might want to enter into, and the individual consultants at $50 a day. 

Mr. SHepparp. I understand that. Again, I do not want to 
belabor the issue, but these people are being employed for a specific 
purpose. 

Mr. Lortis. Yes. 
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Mr. Suepparp. To find the idiosyncrasies, if there are any, that 
might prevail in the functions to which they are addressing themselves. 
Now, I am trying to establish why there is—and I am not prepared to 
say at this moment there is—the necessity for having a counterpart 
within the department itself to acquire the same type of information. 

Mr. Lortis. I think there is no question about what the answer to 
that would be. 

Mr. SHepparp. I want the answer from you. 

Mr. Lortis. The answer is it should be eliminated in one place or 
the other. 

MILITARY PERSONNEL 


Mr. Suepparp. I will pass up the question that I had with regard 
to page 5 because that has already been answered. 

; r will refer to page 6 of your statement, where I find this sentence: 

This will provide for an average of 1,483 full-time civilian employees and 560 
military personnel, or a total of 2,043 next year as compared with an average of 
1,574 civilians and 618 military, or a total of 2,192 this year. 

With reference to the sentence I have quoted, you show 560 military 
personnel, and I believe you said in response to both Mr. Wiggles- 
worth and Mr. Scrivner that the 560 military pay was carried in 
another appropriation; to wit, that of the military, is that correct? 

Mr. Lorris. Yes; that is correct. The reason for including the 
military is that the other support costs, such as the temporary duty 
travel, the office supplies and stationery and equipment furnished 
them, are all provided for in this appropriation. 

Mr. Suepparp. It is my present understanding—and it may be 
an erroneous one—that aside from the 560 military personnel there 
are other military personnel who function in your department; is 
that correct? In other words, any time the Secretary of Defense 
may see fit, through the authority vested in him and his Assistant 
Secretaries and on down the line, as the authority may prevail, he 
may call upon the military for further assistance in personnel? 

Mr. Lorrts. Yes. 

Mr. Suepparp. So over and above the 560 military personnel for 
which you are presently making your presentation, there are other 
military personnel that would be connected with the office that are 
not in any way reflected in the budget that you are presently address- 
ing yourself to? 

r. Lorris. No, sir. Those would be people that would be called 
in to assist for a specific project of short duration, on a part-time 
basis, or because it was appropriate that the military department have 
a representative at some meeting, or council, in the Department of 
Defense. 

The military personnel we refer to here are those whose assign- 
ments read, “Office of the Secretary of Defense,”’ and who are working 
full time in one of the staff activities of the Office, and whose fitness 
reports and assignment of work come from the Office of the Secretary 
of Defense and not from one of the military departments. 

Mr. Suepparp. What would be the duration or the ceiling of time 
that would apply to the other military people that would be brought 
into the Secretary of Defense’s Office that would not be included in 
the 560 whom you have already described as full-time operators under 
the Secretary of Defense? 
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Mr. Lortis. It would vary, sir. Usually any assignment of longer 
than a few weeks, or a month at most, would be reflected in an actual 
assignment to the Office of the Secretary of Defense. 

Mr. SuepparD. In other words, then, for the purpose of the record, 
aside from the 560 military personnel that you referred to in your 
statement, there will be no other military used in the Department of 
Defense in excess of 30 days, would you be prepared to make that 
statement? 

Mr. Lorris. General Moore has just reminded me that we are 
talking about only one appropriation here, and there are other militar 
personnel in the Office of Public Information, and in connection wit 
the military assistance activities, which are assigned to the Office of 
the Secretary of Defense. 

Mr. SHepparD. Am I to interpret they would fall within the same 
category as the 5607 

Mr. Lorris. Yes. 

Mr. Suepparp. Then what is the true figure that we should have 
before us to compare with that figure of 560? 

Mr. Lortis. For all appropriations, including the Office of Public 
Information, we estimate there will be an average of 797 military 
personnel. 

Mr. SuepparD. I want to be absolutely fair so that my question 
will be clear to you. What I am endeavoring to establish is the actual 
and literal operating cost of the Office of the Secretary of Defense, 
including all that I think should be chargeable to that office. 

Consequently, I would like to know, aside from your civilians, what 
is included in the entirety? 

Mr. Lorris. You have a similar situation with civilians in the 
Department of Defense. From time to time there are civilian per- 
sonnel in the Army, Navy, and Air Force who are working on assign- 
ments with the Office, Secretary of Defense, for varying periods of time. 
Some of those assignments may last 3 to 6 months. If they are on a 
special project like the Cooper committee studies, we have representa- 
tives, both military and civilian, from Army, Navy, and Air Force, 
who are detailed in there to help Dr. Cooper in addition to the per- 
sonnel we provide. We do not keep records on that. I could not 
give you even an educated guess as to how many of those people we 
might use during the year. 


REFLECTION OF OPERATING COSTS IN BUDGET 


Mr. Suepparp. Insofar as the present budget is concerned it is not 
a true budget reflecting the actual cost of the functions of the Secretary 
of Defense; is that a correct assumption? 

Mr. Lortis. To the best of my ability it reflects all the costs that 
we can readily identify. 

Mr. SHEepparD. Your answer is not satisfactory. It is not the kind 
of answer that is responsive to my interrogation. 

Mr. Lorzis. You are absolutely right. It cannot possibly reflect 
all the costs. 

Mr. Wyte. It would reflect any cost that would be in connection 
with that assignment. , 

Mr. SHepparD. That is not the point. You are begging the 
question. I am asking only one question, and there is only one 
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logical answer to it. You either have it or you do not have it. There 
is no intermediate ground about the potentialities. The actual cost 
of the operating functions of the Office of the Secretary of Defense are 
not truly reflected in this budget. 

Mr. Lorris. You are absolutely right. 

Mr. Suepparpb. No further questions, Mr. Wigglesworth. 

Mr. Scrivner. Is there anything different in this presentation as it 
relates to the Office of the Secretary of Defense, than has been pre- 
sented in previous years? 

Mr. Lortis. So far as the inclusiveness of the costs is concerned, 
no, sir. We have attempted to get in here all of the identifiable costs 
of running the Secretary’s Office, the readily identifiable costs. 

Mr. Scrivner. So, having given the response you did to Mr. 
Sheppard, that they are not all in here, in all of the past years there 
have been things that have not been included? 

Mr. Lortis. That is right. 

Mr. SuHepparp. | would like to ask you this: Just because that has 
been the situation in the years past, does that mean that because an 
error has been committed in the past it should be a continuing process? 

Mr. Lorris. No. Mr. McNeil talked to us at great length 7 years 
ago when we set up the Office of Secretary of Defense, and set for us 
the goal of putting the Office of the Secretary completely upon its 
own costwise. 

Mr. Suerrarp. That was 7 years ago? 

Mr. Lorrts. Yes. 

Mr. SuHepparp. Were not there further conferences 3 years ago on 
the same issue? 

Mr. Lorris. We have been striving toward the achievement of 
those objectives. We are not 100 percent clean yet. To the best of 
our ability, without increasing our administrative costs, I believe we 
have reflected more of the operating costs in this budget than is 
normally found in some of the other activities. 

Mr. Sueprarp. I make that concession because the budget clearly 
evidences that, and I would not want to convey to you that I do not 
have that impression. I am not completely satisfied that we cannot 
go further. 

Mr. Lorris. There are some items that you did not refer to, such 
as transportation by Military Air Transport, for which we do not 
get billed now and for which we want to get billed, so those charges 
will be reflected in here. 

Mr. Suepparp. Thank you very much. 

Mr. Wieeiteswortn. Thank you, Mr. Loftis. 
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INTERSERVICE ACTIVITIES 


CONTINGENCIES 


WITNESS 


LYLE S. GARLOCK, DEPUTY COMPTROLLER FOR BUDGET, OFFICE 
OF THE SECRETARY OF DEFENSE 


Amounts available for obligation 


| 1953 actual 1954 estimate | 1955 estimate 


Appropriation or estimate | $25, 000, 000 $75, 000, 000 | $50, 000, 000 


Obligations incurred 19, 837,654 | 75,000,000 | 50, 000, 000 
| | 


Obligations by activities 


Emergency and extraordinary expenses: 
$19, 837, 654 
000 


Obligations by objects 


All objects (vouchered and unvouchered) : 
$19, 837, 654 
5, 000, 000 


Analysis of expenditurce 


| 1953 actual | 1954estimate | 1955 estimate 


Unliquidated obligations, start of year $19, 722, 791 | $9, 356, 175 
Obligations incurred during the year 19, 837,654 | 75, 000, 000 


39, 560,445 | 84, 356, 175 


educt: 
Adjustment in obligations of prior years. 548, 981 1, 156, 175 
Unliquidated obligations, end of year 9, 356, 175 53, 200, 000 


Total expenditures__: . 29, 655, 289 30, 000, 000 
Expenditures are distributed as follows: 


Out of current authort’ations 14, 617, 265 22, 000, 000 
Out of prior authorizations 15, 038, 024 8, 000, 000 


Mr. WicaieswortH. We have three requests here which I under- 
stand Mr. Garlock is going to justify. 

The first is the request for $50 million for contingencies. It com- 
pares with $75 million for the current fiscal year. 

The second is the request for the emergency fund in the amount of 
$35 million as compared with $60 million in the current year. 

The third is the item for reserve tool facilities for which $250 
million was made available in the current fiscal year and which has 
not been expended at all. As I understand, the request is that the 
$250 million be continued available for expenditure in the fiscal year 
1955. 

Will you proceed, Mr. Garlock? 

43960—54——27 


7 | 50, 000, 000 
| 103,200, 000 
| 
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GENERAL STATEMENT 


Mr. Gartock. I will speak first to the contingencies. I will pro- 
vide a statement for the record similar to the one provided last year. 
(The statement requested is as follows:) 


CONTINGENCIES, OFFICE OF THE SECRETARY OF DEFENSE 


The purpose of this appropriation is to provide the Secretary of Defense with 
funds necessary to meet emergency and extraordinary conditions involving the 
national security. The Secretary authorizes the use of these funds when he deems 
appropriate and such expenditures may be accounted for solely on his certificate 
that they are necessary for confidential military purposes. he details of fund 
requirements cannot be determined at this time but will be allocated by the 
Secretary of Defense as required when the program details are known. 


Emercency Funp 


Amounts available for obligation 


1954 estimate 


Appropriation or estimate 

Tran ’ t to 66 Stat. 79, to— 
“Research and development, Air Force” 
“Research and development, Army”’ 
“Research, Navy” 
“Retired pay, Department of Defense’ 


Adjusted appropriation or estimate 
Unobligated balance, estimated savings 


Analysis of expendi 


Unliquidated obligations, start of year 
Obligations incurred during the year 


Expenditures are distributed as follows: 
Out of current authorizations 
Out of prior authorizations. 


Mr. Gartockx. The emergency fund is a fund that has been made 
available to the Office of the Secretary of Defense for the past several 
years to provide funds with which to finance joint test activities, 
exclusively in the atomic test area. 

The reason for these funds in the Office of the Secretary of Defense 
is that each of the military departments and the Atomic Energy 
Commission have administrative expenses with respect to these tests 
in addition to the contributions they make. They provide ships and 
facilities but there is always an overall administrative expense. We 


1953 actual | ME | 1955 estimate 
Obligations 56,305,000 | 35, 000, 000 
. res 
1953 actual | 1954 estimate | 1955 estimate 
56,305,000 66, 305, 000 
Deduct unliquidated obligations, end of year... 31,305,000 36, 305, 000 
Total 25,000,000 30, 000, 000 
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do not like to assign this responsibility and budget for it this far in 
advance because the nature of the test as it develops, determines to a 
large extent, who is going to be assigned the administrative responsi- 
bility and the general technical responsibility for running it. 

We have found it advantageous to keep the money in the Office of 
the Secretary of Defense until such determination is made. 

(Discussion off the record.) 

Mr. Wvure. In 1953 we had $35 million appropriated. Of that 
money we transferred for projects $23,015,000 with a savings of 
‘$11,985,000. 

In 1954 to date, out of the $60 million that has been made available 
for three specific projects, we have $3,695,000 transferred. We know 
of no requirements for additional transfers from this appropriation. 

Mr. Gartock. We have insisted this is a fund available only when 
it is needed. We are not in the business of trying to transfer it all and 
spend it all, but only as it is required to carry on essential worthwhile 
ar ay that could not otherwise be financed will we transfer the 
unds. 

We have found it is extremely helpful in discussing a lot of these 
joint projects to have that kind of money available. 

en you finally get down to doing it, Mr. Chairman, the money is 
available in the appropriation, but if that is the first requirement you 
run into obstacles talking about reprograming before you get into the 
substance of the program. All of these projects have to come up to 
Dr. Quarles for review from the technical standpoint. They come to 
us for financing, and if the money is available in the Department they 
do not get it from this source. 

Mr. Scrivner. The careful husbanding of the fund that we have 
given for emergencies has been demonstrated. I have no questions. 

Mr. Suepparp. I have no questions. 


Reserve Toouts Faciuities 


Amounts available for obligation 


1954 estimate | 1955 estimate 


Appropriation or estimate ‘ $250, 000, 000 
Prior year balance available 
Balance available in subsequent year 


Obligations incurred 


Analysis of expenditures 


1953 actual 1955 estimate 


Obligations incurred during the year $250, 000, 000 
Deduct unliquidated obligations, end of year 150, 000, 000 


Total expenditures (out of prior authorizations) 100, 000, 000 


| 1953 actual 
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Mr. WiaGiesworts. The third item has to do with reserve tools 
and facilities. 

Mr. Gartock. The general policy of the Department in respect to 
the procurement of reserve tools and facilities is covered in both Mr, 
Wilson’s discussion with the committee and in your discussion with 
Assistant Secretary Thomas. 

At the time that we asked for this a year ago we had assumed a 
much larger proportion of the procurement funds would be needed 
for the current procurement. Since that time, with the cutback in 

rocurement, largely as the result of the cessation of hostilities in 

orea, sufficient funds have been available in the procurement a 
propriation to carry forward the necessary tooling and facilities. We 
asked that it be extended into the next fiscal year in order that this 
type of project may be handled because no specific provisions have 
been made for this type of tooling next year. 

There are areas where we still have not yet had the amount of tools 
and facilities we need to have an adequate mobilization base, and this 
amount we propose to use to supplement appropriations available in 
those areas. 

Mr. WiaeieswortH. While we gave you $250 million for this pur- 
pose during the current fiscal year, as a matter of fact, I understand 
that you have not spent any of it. 

Mr. Gartocx. That is correct, sir. I do not expect any obligation 
against it this fiscal year. 

Mr. Wicc.Leswortn. If no action is taken this money will lapsé to 
the Treasury at the end of the current fiscal year? 

Mr. Garock. Yes. 

Mr. Wice.teswortn. You have no specific program, but you think 
during the course of fiscal 1955 it might possibly be deemed advisable 
to provide certain tools not now in existence? 

Mr. Garuock. Yes. 

Mr. WiccLeswortu. I assume as an alternative the procurement 
funds of the three services could be utilized for this purpose, is that 
not so? 

Mr. Garuock. Yes. 


JUSTIFICATION DATA 


Mr. WieGcLeswortH. Without objection we will include pages 4 and 
5 of tab 7 in the record at this point, which elaborate to some extent 
the purposes for which these funds micht be utilized. 

(The justification pages referred to follow:) 


ResErRvE Toots Faciiities, DEPARTMENT OF DEFENSE 
PART I. PURPOSE AND SCOPE OF WORK 


This appropriation makes available to the Secretary of Defense additional funds 
for transfer to any appropriation for military functions under the Department 
of Defense for the provision of industrial facilities to provide for production 
readiness in the event of an emergency. The program is essentially an extension 
of the present industrial mobilization activity to the extent of providing a mini- 
mum essential industrial production base which will be available for rapid ex- 
pansion to meet mobilization needs. 


PART II, JUSTIFICATION OF FUNDS REQUESTED 


Before Korea the mobilization production capacity (i. e., plants, tools, and 
other production equipment) whick would be needed to meet a mobilization, 
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clearly exceeded the capacity which was then available. As a result of the ex- 
panded military procurement program, initiated after Korea, a large part of that 
deficiency in mobilization capacity has been eliminated. There remains, how- 
ever, for a number of military items, a dangerous gap between our present ability 
to produce and our wartime production requirements. 

The reserve tools and facilities program to be supported by Department of 
Defense funds will be a continuing one spread over several years and intended to 
fill the most important deficiencies in the mobilization production base. 

The program will be administered by the Secretary of Defense on a project-by- 
project basis and will be analyzed for compliance with criteria which he will 
establish. Specifically, the program will be implemented through the following 
types of activity: 

(a) Construction, rehabilitation, modification, or conversion of production 
facilities in order to: 

(1) Fill critieal gaps in the existing mobilization production base for certain 
essential items; 

(2) Adjust existing mobilization production base to meet changes in end-item 
design or improvements in manufacturing processes; 

(3) Provide a mobilization production base for both newly developed items 
and for items which are presently accumulated in reserve, the supply of which 
can be more economically and effeetively accomplished by providing necessary 
productive capacity. 

(b) Acquisition of machine tools and other production equipment to provide: 

(1) The requirements of the program for facility construction, modification, 
or conversion mentioned above; ; 

(2) A reserve of exceptionally long lead-time items to support the expansion 
of production facilities to be initiated at the start of a mobilization; 

(3) A reserve of critical and special purpose items required to augment the 
productive capacity of privately owned facilities in a mobilization. 

Mr. Mr. Scrivner. 

Mr. Scrivner. No questions. 

Mr. Mr. Sheppard. 

Mr. SHepparp. Mr. Garlock, considering the present status of 
world affairs, and further, the reductions as presently reflected in the 
total budget, which in turn must obviously reflect the potential haz- 
ards involved, both military and economic, what specific justification 
do you have for a continuity of this fund? 

at I am trying to say is, the budget reflects a concept of more 
for the dollar, and our national industrial situation is in a highly com- 
petitive status if our reports are correct at the moment. Plans are 
available if things have to go into production of facilities. What par- 
ticular thing do you have in mind that would prompt the continuity 
of this fund in the budget? 

Mr. Garuock. It is contemplated that these funds will be used, 
Mr. Sheppard, to buy the large tools that take a long time to build, 
particularly ones that have no normal commercial usage, and for the 
establishment of plants that will make items that are not readily pro- 
curable from normal civilian production. 

Mr. SuHepparp. That is true. When we came to the heavy press 
program, even though the committee was apprised of the requirement 
and what it would add to our production, it was not necessary to reach 
into this fund for that. 

Mr. Gartocx. That had been previously financed. 

What this amounts to here, Mr. Sheppard, is that instead of provid- 
ing for continuing a number of places in all three services, this is an 
attempt to pull the requests together into one place, those items for 
which we do not have a specific program at this time. 

In the Army there are substantial funds available. I see no reason 
why they would need to draw on this, regardless of any kind of tooling 
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program anyone would propose for them. I think that the Navy 
appropriations are very much closer to the minimum requirements, 
and with regard to the Air Force, I believe with what has been pro- 
posed for the next year, they will be somewhere near the margin. 

Mr. Suepparp. Let us take a hypothetical situation. Let us say 
that i find it necessary to do certain tooling, mechanical devices, 
in order to effectuate production in a specified field, the atomic field, 
or some other field, which is of extreme significance and importance, 
and possibly you will use some of these funds to make that project 
functional. Is this money loaned, granted, or what? — 

Mr. Gartock. This is for purchase, so it would wind up as Govern-: 
ment-owned tools and facilities. The use to which it would be put, 
once acquired, would be a matter of whether it was something that 
we could well lease out, or whether it would be something of little or 
no value in the commercial market and we would have a maintenance 
problem. 

Mr. Suepparp. No further questions. 

Mr. Thank you. 


AFTERNOON SESSION 
Cuiaims, DepARTMENT OF DEFENSE 


LT. COL. C. C. TAYLOR, JAGC, USA, CLAIMS LIAISON OFFICE, JAGO, 
DEPARTMENT OF THE ARMY 


J. A. WYLIE, DIRECTOR, BUDGET AND FINANCE DIVISION, OFFICE 
OF THE SECRETARY OF DEFENSE 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 


Appropriation ot $5,000,000 | $6, 000,000 $7, 680, 000 

G m *“* an Navy,” t 

Adjusted approrpiation or estimate..........---... 6, 000, 000 6, 000, 000 7, 680, 000 

5, 985, 952 6, 000, 000 7, 680, 000 


Obligations by activities 


Description 1953 actual | 1954 estimate | 1955 estimate © 
$2, 756,353 | $3, 153, 000 $3, 255, 000 
2. Tort claims_.__. 2, 934, 129 2, 414, 000 4, 002, 500 
262, 757 395, 000 390, 000 
4. Other miscellaneous claims............... ek 32, 713 38, 000 32, 500 
5, 985,952 6, 000, 000 7, 680, 000 
Obligations by objects 
13 Refunds, awards, and indemnities: 

1954 000, 


WITNESSES 
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Analysis of expenditures 


6, 415, 146 


Deduct unliquidated obligations, end of year..._............. 415, 146 415, 146 680, 146 
Total 6,305,741 | 6, 000, 000 7, 415, 000 
Expenditures are distributed as follows: 
Out of current authorizations... ...........-...-.......-.. 5, 733, 759 5, 600, 000 7,015, 000 
Out of prior authorizations. 571, 982 400, 000 400, 000 


Mr. Wice.ieswortH. The committee will come to order. 
The next item is entitled ‘‘Claims,”’ for which, as I understand it, 
there is a request for $7,680,000, compared with $6 million originally 
made available in the current fiscal year or $8.5 million if there be 
added a supplemental request which it is planned to submit for in- 
clusion in the next supplemental appropriation bill; is that correct? 

Colonel Taytor. Yes, sir. 

Mr. Wiae.tesworrn. Is that amount of $2.5 million a firm figure 
at the moment, or is that a guess? 

Mr. Wyute. Yes, sir; based on our obligations as of the present 
moment and our schedule for settlements for the balance of this year 
that is a good figure. Our obligations through December 31 were 
$4,242,153. 

Mr. WiccLesworrs. I understand that Lieutenant Colonel Taylor 
has a short statement for the committee in this connection. 


STATEMENT OF COLONEL TAYLOR 


Colonel Taytor. Yes, sir. 
Mr. Chairman and members of the committee, the appropriation 
“Claims, Department of Defense” provides funds for the payment as 
authorized by law of all noncontractual claims against the Depart- 
ment of Defense, including the Army, Navy, and Air Force. It is 
estimated that approximately $7.68 million will be required for these 
purposes in the fiscal year 1955. 

Almost 50 percent of this estimate is for the payment of claims in 
the general category of personnel claims. These include claims of 
military personnel and civilian employees for damage to or loss of 
personal property, marine casualty claims, repayment of erroneous 
collections and claims arising from the correction of military or naval 
records. It is estimated that $3,255,000 will be required for claims of 
this nature in the fiscal year 1955 as compared with $3,490,000 during 
fiscal year 1954. The principal factors contributing to the decrease 
in the estimate over the amount required in 1954 is a decrease of 
approximately 500 in the number of claims for damage, loss, destruc- 
tion, capture or abandonment of personal property by military or 
civilian personnel as an incident of their service over the 1954 figure, 
and a decrease in the claims arising from the correction of military or 
naval records. 

Of the balance of the estimate approximately $4,002,500 is required 
for the payment of tort claims, including Federal tort claims, foreign 


= 
1953 actual! 1954 estimate | 1955 estimate 
of. $683, 837 $415, 146 $415, 146 
Obligations incurred during the year. 5, 985, 952 6, 000, 000 7, 680, 000 
d am in | nos 
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claims, claims due to noncombat activities, compromise settlements 
made by the Attorney General, property damage claims against the 
Department of the Neve under the Pro wity Destine Claims Act 
of 1919 and claims arising from activities of the Army and Air National 
Guard. This estimate for tort claims is approximately $1.1 million 
more than the actual requirements for this category in fiscal year 
1953 but is $430,000 less than the estimate for fiscal year 1954. The 
principal increase in this estimate over the amount spent during 
fiscal year 1953 for these purposes will provide for estimated increases 
for compromise settlements and foreign claims. During the first 6 
months of fiscal year 1954, $2,142,602 has been obligated for settle- 
ment of this type of claim—or almost as much as the total in fiscal 
year 1953. Compromise offers under active consideration indicate 
the amount required for the second half of fiscal year 1954 will be 
at least as large as for the first half of 1954; or, for all tort claims, 
about $4.5 million. 

The remainder of the estimate includes $390,000 for admiralty 
claims and $32,500 for miscellaneous claims, such as indemnification 
of the Post Office Department for losses occasioned by unbonded 
mail clerks and claims for damage to railroad property under training 
contracts. In the fiscal year 1953 approximately $262,757 was 
yang for admiralty claims and $32,713 for the other miscellaneous 
claims. 

In developing these estimates for the fiscal year 1955, consideration 
has been — to a variety of factors which influence the amounts 
required for payment of claims under this appropriation. Such 
faetors include the overall size of the Military Establishment, the 
number of personnel in activities overseas, number of troop move- 
ments, maneuvers and training activities, reports of accidents and 
losses, and an analysis of the pending cases under consideration. 
Each of these factors must be considered in light of the fact that, 
while the average administrative claim in paid within a year from 
the date of occurrence, compromises are often effected from 4 to 6 
years after the date of the incident. 

Mr. Wiceiesworts. Thank you, Colonel. 


OBLIGATIONS AND EXPENDITURES 


Without objection we will include in the record at this point page 
3 of tab 3 which breaks down the request into four principal categories. 
(The information is as follows:) 


Summary of direct obligations by activity 


sa Title 1953 actual | 1954 estimate | 1955 estimate 
ity No. 
$2, 756, 353 $3, 490, 000 $3, 255, 000 
SE 2, 934, 129 4, 432, 500 4, 002, 500 
4 | Other miscellaneous claims... ............--.--.-.---- 32,713 62, 500 32, 500 
Total direct obligations. _...............-....-- 5, 985, 952 8, 500, 000 7, 680, 000 


Note.—Amount shown in the fiscal year 1954 estimates column includes $2,500,000 in a supplemental 
appropriation bill for 1954. 
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Mr. WicGLeswortH. Can you give me the actual obligation figures 
as of December 31, 1953, for each one of the four principal categories? 

Mr. Wytute. Yes, sir. For personnel claims it is $1,833,033. For 
tort claims it is $2,142,601. For admiralty claims it is $250,764. 
For miscellaneous claims it is $222. 

I have a total obligation figure of $4,242,153. You will have to add 
a figure there, Mr. Wigglesworth, of $15,531 which is an undistributed 
item. It is an amount which has been obligated and paid, but we 
have not made a determination in the military department as to just 
what category it will fall into. We have not received that information. 

Mr. WieeieswortH. You mean $15,531 should be added to the 
$4,242,153? 

Mr. Wruts. No, sir. You will need that figure to add up to 
$4,242,153. It is an undistributed item which we have not been able 
to identify within the proper categories, and we are waiting for the 
information from the military department. 

Would you like to have the expenditure figures, also? 

Mr. Wieeieswortsu. If you have them there. 

Mr. Wyuis. For personnel claims, $1,660,192. For tort claims, 
$2,057,328. For admiralty claims, $250,474. For miscellaneous 
claims, $222. There is also an undistributed item of $15,531, which 
makes a total of $3,983,748. 

Mr. Wiaaieswortna. I wish you would furnish for the record a 
table for each 1 of these 4 principal categories which will show us 
month by month for fiscal 1953 and as far as you can for fiscal 1954 
(a) the number of claims and (6) the dollars represented. 

Mr. Wyuie. The number and the dollars? 

Mr. Yes. 

Mr. Wyuir. I have a table here showing obligations and expendi- 
tures by months under each category, but it does not show the 
number of claims. 

Mr. WiaeGieswortu. For what period? 

Mr. Wyte. For the first 6 months of this fiscal year. 

Mr. Wiae.eswortu. If you will supplement that and put in the 
record the figures covered by my request it will be appreciated. 

(The information is as follows:) 
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Number of claims settled by month, fiscal year 1954 


Personnel Admiralty 
claims claims 


99 | 
S885 


1 Excludes an unknown number of claims settled for $15,531 which have not been identified by the military 
departments as to category to be charged. 


UPWARD TREND IN CLAIMS 


Mr. Wiaaieswortn. Looking at the table which you have handed 
me, which covers the first 6 months of fiscal 1954 in terms of dollars, 
it would seem, with exceptions, that there is an upward trend reflected. 
What is the explanation for that? 

Colonel Taytor. For all four categories, sir? I do not have that 
table in front of me. 

Mr. WiaGLeswortu. Just take the two principal categories there, 
which involve the larger amounts. You will observe, generally speak- 
ing, there has been an upward trend reflected there. 

Colonel Taytor. Yes, sir. There has been an upward trend. 

In the Personnel Claims it is largely because of the existence of a 
backlog of claims created in the Army and the Navy for payment of 
claims opened up under Public Law 439 of the 82d Congress, which 
allowed persons to file a claim for damage that they did not file in time 
to prevent the running of the statute of limitations, from 1939 to 1952. 
This backlog, of course, at the end of fiscal year 1953 was at its peak, 

During the first 6 months of this current fiscal year we have had 
heavier expenditures; of course, we have processed more claims also, 
Mr. Wigglesworth. 

Mr. Wiae.eswortH. Should that not be falling off now? 

Colonel Taytor. It will fall off in 1955; yes, sir. It may begin to 
fall off a little bit this year, as is evidenced in this table for last 
December, which month was smaller than the other months in 
personnel claims. 

Our backlog of those claims has fallen, sir, and ultimately it certainly 
will fall, by the end of this fiscal year, to a current figure. 

Another factor under “Personnel claims” that caused this rise was 
the correction of military and naval records. When Public Law 220 
was passed which provided that upon a change in the record, giving a 
man an honorable discharge in place of one that was not, for example, 
or giving him retirement status, or changing his retirement status, in 
cases that change caused a sum of money to be duehim. During 
the fiscal year 1953 that was largely held in abeyance, and payments 
only began in fiscal year 1954 for that particular act. 

Mr. Wiaeiesworts. Well, you have given us in these justifica- 
tions a breakdown for each one of these principal categories, and for 
several subcategories in each case, and a rather full description of 
the situation which you predict with reference to each subcategory. 


| 
1, 008 10 1 2, 280 
1,215 ul 2 2; 406 
1, 597 4 1 3, 101 
F Total through 2d quarter............ 8, 330 64 4 16, 798 
Estimated last 6 months..........__--___ 8, 951 148 | 49 19, 013 
Estimated fiscal year 1954........_.. 17, 281 212 53 35, 811 
| 
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The situation seems to be covered pretty fully, and I do not believe 
I will ask any further questions at this time. 

Mr. Scrivner? 

Mr. Scrivner. Mr. Chairman, in view of the completeness with 
which all the money figures have been covered I have no questions 
relative to them. 


EXAMPLE OF DIFFERENT TYPES OF CLAIMS 


While the committee understands to a pretty fair degree all the 
types of claims you have discussed for the record, Colonel, I wish 
you would give us an example of a claim for loss of personal property. 
Colonel Taytor. Yes, sir. 

(The example follows: ) 


EXAMPLE OF A PERSONNEL CLAIM 


' Sgt. Frank Smith was ordered to Fort Ord, Calif., from his previous station in 
Munich, Germany. His family and all his household’ goods were moved,. in 
accordance with his orders. While unloading his household goods in the New 
York port, the lashings slipped, and one crate of furniture was badly damaged. 
Sergeant Smith had several items repaired but others were not economically 
repairable. Accordingly, he filed claim for $652, and included $312 in paid 
repair bills. The balance of $340 was for the replacement of his completely 
destroyed living room suite. However, as Sergeant Smith had paid only $270 
for his furniture in 1943, he was allowed only $135, the depreciated value of his 
living room suite at the time of loss, or a total of $447. 


Mr. Scrivner. Colonel, will you give us an example of a marine 
casualty claim? 

Colonel Taytor. Yes, sir. 

(The example follows:) 


EXAMPLE OF A Marine Casvauty 


Peter Wendt, able-bodied seaman, was a civilian employee on board the ferry 
operated between Pusan, Korea, and Japan. The ferry sank in Pusan Harbor, 
and Wendt was drowned. His widow in Stockholm, Sweden, may be paid $5,000 
under this act. 


Mr. Scrivner. What do you mean by “repayment of erroneous 
collections and claims” arising from correction of records? 

Colonel Taytor. Yes, sir. 

(The examples follow:) 


EXAMPLE OF REPAYMENT OF AN ERRONEOUS COLLECTION 


Pvt. John Barber, scheduled to go overseas, stands his final equipment inspec- 
tion. His commanding officer notes that Barber’s canteen is missing; and Barber 
does not know where it is, but thinks he loaned it to a man in the cannon company. 
Barber is issued another canteen, signing a statement of charges for it, and departs 
from that station. ‘Two weeks later the cannon company has a similar inspection, 
where it is learned that Pvt. William Ball has 2 canteens; 1 of which, he remembers, 
belonged to Barber. This canteen is turned in to Barber’s company; and several 
months later Barber is notified that he may place a claim for the $3.19 erroneously 

deducted from his pay. - 


EXampuLes oF Ciaims ARISING From THE CORRECTION OF MILITARY OR NAVAL 
Recorps 


Joe M. Boesch applied to the Board for Correction of Military Records, to set 
aside his dishonorable discharge, and, for good cause shown, this was done, and 
Boesch given a general discharge in lieu of the dishonorable discharge. As a 
result Boesch was entitled to receive mustering-out pay, travel pay, and pay for 
unused leave, in a total amount of $535.48. 
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Nicholas E. Gilbert was held to be unfit to perform duty for 3 weeks due to his 
own misconduct, and hence lost pay for that period. Upon application and good 
eause shown, this administrative determination was set aside, and $58.13 paid to 
him, 3-weeks’ pay. 

John R. Gould was retired as a first lieutenant for disability on December 2, 
1945. On application in 1949, Gould’s rank was changed on the retired list to 
captain, as it was determined that, effective December 2, 1945, Gould was en- 
titled to an automatic terminal-leave promotion. His claim was allowed in the 
amount of $985.23, representing the difference in retired pay for the period De- 
cember 3, 1945, to March 1, 1949, when Gould began drawing retired pay as a 
captain. 

Mr. Scrivner. In relation to Federal tort claims, you have nothing 
to do with them except to pay them after a court of proper jurisdiction 
has rendered judgment in somebody’s favor. That is about all you 
can do. The court says you owe that much and that is that. 
Colonel Taytor. Yes, sir. 

Mr. Scrivner. Give us an example of a tort claim that you have 


to pay. 
Colonel Taytor. Yes, sir. 
(The example follows:) 


EXAMPLES OF CLAIMS Pain UNDER THE PROVISIONS OF THE FEDERAL TorT 
Act 


The various service Secretaries, or their designees are authorized to settle 
administratively claims under this act in an amount not exceeding $1,000. 
Should the damage exceed that amount, suit must be filed in the United States 
District Court. owever, when approved by the Attorney General, and by the 
United States district judge, compromise settlements, payable from the appro- 
priation, ‘‘Claims, Department of Defense’’ are authorized. 

For an example of each, the following single accident illustrates both. 

A, a 22-year-old college senior was operating the vehicle of B, in a lawful manner 
on Shirley Highway, Va., on October 2, 1952, when a United States Air Force 
bus traveling on its scheduled run between Bolling Air Force Base and a military 
installation located on Arlington Boulevard, ran into the rear of the car operated 
by A, damaging the privately owned vehicle in the amount of $792, and seriously 
injuring A. B filed an administrative claim for $792, but the injuries of A, 
being of a permanent nature, could not be reasonably compensated in an amount 
less than $6,500. Accordingly, A filed suit in the amount of $10,000 in the 
United States District Court. Plaintiff, his attorney, and the United States 
attorney agree that the sole issue is quantum, and plaintiff, being anxious to use 
the proceeds of any money to finish school, advised the United States attorney 
that he would accept $6,500 if paid now. The district court judge approved 
the settlement; and the Department of the Air Force paid the award from this 
appropriation, and simultaneously adjudicated and paid the companion claim of 
B for the damage to his automobile. 


Mr. Scrivner. Likewise, Colonel, give us an example of a foreign 
claim. 

Colonel Taytor. Yes, sir. 

(The example follows:) 


EXAMPLE OF A ForEIGN CLatmm Parp UNDER THE PROVISIONS OF THE FOREIGN 
Act 


The 350th Regiment was air-lifted from Trieste to be the aggressor force im 
winter maneuvers against the United States Forces, Austria. After the exercise, 
some 20 men of the 350th Regiment were drinking beer in Oldscribers Tavern in 
Salzburg. A half dozen men from the Fourth Constabulary Squadron, stationed 
in St. Johanns, Austria, came in. Chiding each side led to some pushing and 
shoving and suddenly the display case for pastries was pushed to the floor, breaking 
into 100 pieces. All the soldiers left; and the MP’s could not identify the per- 
sonnel. owever, as there was no question but that the damage had been caused 
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by the United States military personnel, Foreign Claims Commission 504 paid 
the claim for 2,200 Austrian shillings (approximately $100 United States). 

Mr. Scrivner. Give us an example of a claim through noncombat 
activities as well as claims arising from activities of the Army and the 
Air National Guard. 

Colonel Taytor,. Yes, sir. 

(The examples are as follows:) 


EXAMPLE OF A CLAIM INVOLVING NoNcOMBAT ACTIVITIES OF THE ARMY 


A part of the farm of Ed T. Hall, Lometa, Tex., was used as the bivouac area 
for the 63d Tank Battalion during maneuver exercise Longhorn. After the 
exercise was terminated, it was determined that turf had been destroyed of a 
value of $400; two nut-bearing pecan trees had been felled, and a heifer had 
escaped through a broken fence, and could not be found. The damage was 
ascertained to exceed $1,000, but Hall agreed to accept that amount in order that 
his claim might be settled administratively. 


EXAMPLE oF A CLAIM ARISING FroM THE ACTIVITY OF THE ARMY OR AIR NATIONAL 
GuARD 


Normally, no liability attaches to the United States Government in event of an 
accident involving vehicles belonging to the Air or Army National Guard. How- 
ever, such liability does arise for torts committed by National Guard personnel 
while en route to or from a training site. Thus, while en route from Washington 
to Rehoboth Beach, a truck belonging to a Washington unit of the National 
Guard, and operated by a Guardsman in the scope of his employment, negligently 
went over the white center line of Maryland Highway 211, striking a loaded hay 
wagon belonging to Fred Pace, of Worchester. The wagon was damaged to an 
extent of $300 which amount was paid to Pace by the Chief, National Guard 
Bureau from funds available in the appropriation, “Claims Department of 
Defense.” 

. Scrivner. Thank you, Colonel. 

. WIGGLESWORTH. Mr. Miller? ‘ 

. Miuuer. I do not believe I have any questions, Colonel. 
. Mr. Ostertag? 

. OsrertTAG. No questions. 

. Mr. Hruska? 

. Hruska. No questions. 

. Manon. No questions. 

Mr. Wiccteswortn. Thank you, Colonel. 


ConstrucTION oF Suips, Mivirary SEA TRANSPORTATION 


SERVICE 


VICE ADM. FRANCIS C. DENEBRINK, USN, COMMANDER, MILITARY 
SEA TRANSPORTATION SERVICE 

BRIG. GEN. ROBERT S. MOORE, SPECIAL ASSISTANT, OFFICE OF 
ASSISTANT SECRETARY OF DEFENSE (COMPTROLLER) 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 

Balance available in subsequent year..................-.---.--|----+---------|..-.---------- —5, 000, 000 
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Obligations by activities 
Construction of ships, 1955 program: 1955 


Obligations by objects 
07 Other contractual services: 1955 


Analysis of expenditures 


Obligations incurred during the year 
Deduct unliquidated obligations, end of year 


Total expenditures (out of current authorizations) - _____ 


Mr. WiaceLeswortn. The next item is a request for an appropria- 
tion of $50 million for the construction of ships, Military Sea Trans- 

rtaticn Service. Vice Admiral Denebrink, commander of the 

ilitary Sea Transportation Service, is with us and has a statement 
for the committee. 


STATEMENT OF ADMIRAL DEeNEBRINK 


Admiral Denresrinx. My name is Francis C. Denebrink. I am 
the commander, Military Sea Transportation Service. My purpose 
in appearing before you today is to present the justification by the 
Military Sea Transportation Service for the new appropriation which 
is included in the fiscal year 1955 budget and which is titled “Con- 
struction of Ships, Military Sea Transportation Service, Department 
of Defense.” 

The Military Sea Transportation Service, as an agency of the De- 
partment of Defense and as an operating force of the Naty, is charged 
with the responsibility for the control, operation, and administration 
of Government-owned vessels assigned, and all other vessels acquired 
for the purpose of providing a carrier service of ocean transportation 
of personnel and material for the Armed Services, and, as authorized, 
for all other Government agencies of the United States, subject to 
Tictieans and policies as directed by the Joint Chiefs of Staff (Joint 

filitary Transportation Committee). 


SITUATION LEADING TO REQUEST 


Since its establishment in 1949, those ships required, in addition to 
the MSTS nucleus fleet, to perform the MSTS mission have been 
obtained from the United States Merchant Marine, the Maritime 
Administration national defense reserve fleet and the United States 
Navy. In addition, there has been some chartering of foreign flag 
heavy lift ships and Canadian sealers (for Arctic operations). Even 
with no increase in world tensions, and assuming a continuation of 
the status quo for some years, it has become apparent that new con- 
struction for the replacement of obsolescent MSTS ships will be required. 
Of more immediate importance than this longer range concern is the 
growing necessity to acquire new types of ships now to meet the lift 
requirements of the military services which cannot be satisfied by 
ships of conventional designs. 


= $45, 000, 000 
1953 actual is 
|_| 5, 000, 000 
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Under existing directives, the financing of capital expenditures for 
MSTS must be borne entirely by the Navy, which utilizes only 13 
percent of the servicewide support furnished by MSTS whereas the 
Army and the Air Force utilize 85 percent of that support. Up to 
the present time, such capital expenditures for the Military Sea 
Transportation Service have not caused a heavy drain on Navy appro- 
priations. Looking to the future, however, particularly when new 
construction is required, it is apparent that capital expenditures for 
MSTS might seriously prejudice the availability of appropriations for 
fleet vessels. Furthermore, to include capital expenditures for MSTS 
within a Navy budget would require the Navy Department to budget 
for and to defend 100 percent of the capital requirements for a service 
used by the Navy only to the extent of 13 percent. 

In view of this situation, it was deemed advisable by the Secretary 
of Defense to request the establishment of a separate fund for the con- 
struction of ships to be operated by the Military Sea Transportation 
Service. There has been included, therefore, in the budget, under the 
title for the Secretary of Defense, a request for the establishment of a 
new appropriation “Construction of Ships, Military Sea Transporta- 
tion Service, Department of Defense.”’ This new appropriation is 
necessary to provide ships of highly specialized types which are re- 
quired to enable commander, Military Sea Transportation Service, 
to perform his mission of providing sea transportation for all armed 
services to all areas of the world. Ships of the types required are not 
available from the United States Merchant Marine, the Maritime 
--giamnammamle national defense reserve fleet or the United States 

avy. 

NEED FOR VEHICLE CARGO SHIP 


A specially designed ship is needed to carry the wheeled and tracked 
vehicles of the Armed Forces. Vehicles comprise approximately 
24 percent of the current military dry cargo shipments lifted by 
MSTS. Requirements in support of approved mobilization plans 
indicate that approximately 30 percent of total cargo movements 
will consist of vehicular or tracked equipment. The Chief of Staff, 
United States Army, by letter dated p hs ae 30, 1952, recommended 
the acquisition of sufficient vehicle cargo ships to lift the wheeled and 
waskéd vehicles of one complete infantry division. In a letter dated 
December 3, 1953, to the Chief of Naval Operations, the Chief of 
Staff, United States Army, noted the advantages of roll-on roll-off 
vessels for sea transportation of such vehicles and recommended that 
full consideration be given to the procurement of at least representative 
prototypes of roll-on roll-off vessels to use as a basis for continued 
development, and large-scale construction upon mobilization. The 
availability of vessels of this type will result in improved support 
of our forces at reduced cost. There will be less need for unloading 
equipment and extensive terminal facilities. Savings in manpower 
and handling and terminal costs thereby will be realized and the sup- 
ply-cycle time will be shortened. The critical time when vessels are 
in port and exposed to enemy action will be lessened, a vital considera- 
tion in the age of atomic warfare. 

The commander, Military Sea Transportation Service, has investi- 
gated the feasibility of converting an existing vessel to a roll-on 
roll-off type vehicle cargo ship. A Mariner and a T-2 tanker were 
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selected as being the most susceptible of conversion. The study 
indicated that the Mariner is not acceptable because of the beam of the 
ship, which is too narrow, the size of the holds, and the location of 
machinery spaces amidships. Although the study revealed the 
conversion of the T—2 tanker for test and trial purposes with a limited 
number of vehicles is feasible, it is not considered acceptable for the 
following reasons: 

(a) New construction would be designed with the primary mission 
in mind, and, therefore, would be more efficient from the point of 
view of a specialized cargo carrier. 

(b) Strength members and special facilities would be incorporated 
into drigintal design of a new ship. 

(c) A stern ramp, which is a necessity, is difficult to install and is 
costly ia a conversion of an engine-aft type vessel. 

(d) The life expectancy of a converted vessel would be less than 50 
percent of that of new construction. 

(e) The cargo carrying capacity (secondary mission) of a con- 
version very conceivably would be leis than that of new construction, 
and, therefore, it would be less efficient. 

Loss of services of the tanker as a tanker would result. 

n consideration of the foregoing, there is included in the budget 
estimates a request for $18,500,000 to construct one vehicle cargo ship 
of the roll-on roll-off type. 


GENERAL OUTLINE OF SUPPORT OF ARCTIC BASES 


The commander, Military Sea Transportation Service, is required 
to furnish sea lift support to numerous Arctic bases, which include air 
bases, radar stations, and weather stations. 
The general nature of all of these sites is extremely primitive. 
With very few exceptions, all cargo loading and unloading must be 
effected by the lighterage and stevedoring capability carried by the 
vessel. Ports are clogged with drift ice the greater part of the so- 
called open season; and all are characterized by rocky approaches, 
rocky beaches, and almost nonexistent navigational aids. 
The types of cargo hauled in MSTS ships to these bases include 
eneral merchandise and special equipment ranging from electronics 
evices to steam shovels weighing 75 tons. When a new site is 
established, the petroleum requirements are furnished in deums. 
When the shore facilities are completed, it is delivered in bulk. The 
discharge of general cargo is accomplished by off-loading into am- 

hibious craft, self-propelled barges, aad even rafts. Bulk petroleum 
is unloaded from the large tankers into small tankers or tank barges. 
This phase of the operation is lengthened by the fact that the presently 
available ships must anchor far from the unloading site due to their 
deep draft. To alleviate this, and to enable them to enter many 
of the port areas, they are light-loaded, thereby further increasing the 
cost of operation in time and money. 

The types of ships which have been and must continue to be 
employed by MSTS in the Arctic consist of a heterogeneous group 
of commercial vessels of Liberty and Victory design, Canadian sealing 
vessels, and naval vessels obtained on a loan basis from the Navy, all 
characterized by susceptibility to damage of hull and machinery when 
exposed to ice. 
43960—54—+28 
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To strengthen or convert existing ships to adapt them for Arctic 
use has been costly and unsatisfactory. There presently are avail- 
able ships of Scandinavian registry which have proved successful and 
economical in Arctic service. These ships have not been utilized by 
MSTS. It is,extremely doubtful, however, that these ships would 
be available in the event of hostilities, especially when the interest 
of our potential enemy in Arctic shipping is considered. 

In view of the lack of ice-strengthened ships, it has been necessary 
to support Arctic bases during the relatively short summer season 
when ice packs break up to the extent that conventional shipping can 
be used. During such periods, however, ice conditions frequently are 
severe enough to endanger and to damage ships, particularly at the 
beginning and at the end of the shipping season. The ice damage to 
the thin-skinned ships has been excessive. With the increase in re- 

uirements for support of Arctic bases and the necessity to extend 
the shipping season, the cost of ice-damage repairs will become pro- 
hibitive. The need for specialized types of vessels to operate under 
Arctic-weather conditions thus is becoming acute. 

The amounts of cargo and petroleum products required for our 
Arctic outposts and the prospective inability of these bases to support 
extended operations with supplies and equipment which can be moved 
in by sea only during the short summer months, make the procurement 
of ice-strengthened ships a matter of necessity. In addition to meet- 
ing the current requirements for MSTS support of Arctic operations, 
these ships will be available immediately in the event of a sudden 
outbreak of hostilities. Initial wartime expansion of Arctic operations 
cannot be deferred until ice breaks up to the extent conventional 
shipping can be used. The availability of ice-strengthened ships will 

ermit the immediate MSTS augmentation of logistic support to all 
ut the most remote bases in the event an emergency arises during 
the winter season when ports are ice-locked. 


SPECIAL DESIGN FEATURES OF ICE-STRENGTHENED SHIPS 


In addition to having special ice-strengthened construction, these’ 
sbips also will have other special-design features to enable them to 
operate efficiently in Arctic waters, such as— 

(a) Larger refrigerated and food storage spaces in order to provide 
absolutely essential larger rations to personnel. 

(b) Special enclosures for exposed watch-standing personnel. 

(c) Strengthened hulls to reduce to a minimum the posibility of 
rupture of skin by collision with icepacks and small bergs. 

(d) Hull shaped so that no flat surfaces are presented to the ice, in 
order to increase maneuverability. 

(e) Protection for propeller(s) and rudder. 

Special equipment, heating systems, and tools for de-icing. 
A Protection for exposed rotating, or operating, mechanisms to 


prevent their being rendered inoperative by ice. 

(h) Protection of and installation of sea injections in such a manner 
as will prevent their icing up. 

(i) stomagns for bulky cold-weather clothing. 


}) Special laundering and drying facilities. 
) Large accesses, passageways, and compartments to accommo- 
date personnel wearing bulky clothing. 
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(l) Specially designed fittings for operation by mittened hands. 
(m) Special heating and ventilation systems so that personnel may 
be acclimated quickly and without hardship to changes from living 
to working temperatures and vice versa. 

(n) Machinery control from weather decks in order to reduce to a 
minimum damage to propeller(s) caused by striking large ice bodies. 

(0) Special consideration to quality of material (the type of steel) 
that is to make up the hull and deck erections. Low temperature, 
coupled with shock loading, enhances the probability of fracture in 
steel many times over that which might occur in tropical climate. 
Construction must be with a minimum of discontinuities and notches 
in the structure and in the welding to reduce and/or to prevent fracture. 


ICE-STRENGTHENED CARGO SHIP DOCK 


Recurring requirements for LSD’s to meet special lift requirements 
of the services necessitate the use of fleet LSD’s which might otherwise 
be engaged in important fleet operations. The Department of the 
Army has indicated that current transportation requirements which 
could be met by this type of ship will fully justify their operation by 
MSTS on a full-time basis for the transportation of Army and Air 
Force special cargo. Department of the Army requirements in sup- 
port of approved JCS mobilization plans indicate an urgent need for 
special cargo lift by ships capable of self-loading and unloading large 
poser: Peay Feat craft commencing the first month of a war. The 
nature of this requirement precludes the use of conventional type ships. 

This type ship also is needed now to supply Arctic bases with 
outsized units of equipment which cannot be moved in ships of 
conventional design. Although LSD’s have been obtained in the past 
from the Navy for annual Arctic resupply operations, the increase 
in the number of such bases and the requirement to extend the supply 
season will make Navy LSD’s unavailable. And this type ship cannot 
be obtained from any other source, including the Navy reserve fleet. 
New construction, therefore, is required. The ship will be ice- 
strengthened, but it will not contain repair shops and related facilities 
of the fleet LSD’s. Funds in the amount of $11,500,000 are requested 
to construct one ship of this type. 


ICE-STRENGTHENED TANKERS AND CARGO SHIPS 


Two ice-strengthened tankers and three cargo ships are needed to 
meet intratheater requirements and in the support of outlying projects 
and bases which are limited to small, shallow-draft ships. These ships 
can be utilized in non-Arctic operations. They will be less efficient, 
however, in view of their special-design characteristics. Funds in the 
amount of $20 million are requested to construct these ships. 


SUPPORT OF UNITED STATES MERCHANT MARINE AND ASSOCIATED 


SHIPBUILDING INDUSTRY 


It is the policy of the commander, Military Sea Transportation 
Service, to give the maximum support to the United States merchant 
marine. The ships for which funds are requested, therefore, will be 
built to American Bureau of Shipping specifications with every 
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consideration given to their construction in private shipyards. The 

following table is a summary of the ships for which funds are re- 
uested. The costs are based on October 1953 Bureau of Labor 
tatistics cost index data. 


Priority and Description Estimated cost 
1. Prototype vehicle cargo ship that will permit loading and 
unloading of vehicles by roll-on and roll-off methods- -- - -- $18, 500, 000 
2. Ice-strengthened cargo ship dock capable of self-loading and 
unloading assembled landing craft 11, 500, 000 
4. Small ice-strengthened cargo ship (AK)_____-------------- 3, 000, 000 
5. Ice-strengthened tanker (AOG)___.____-_-_-_------------ 5, 500, 900 
6. Small ice-strengthened cargo ship (AK)___-_._-_-_-------- 3, 000, 000 
7. Small ice-strengthened cargo ship (AK)_____-.------------ 3, 000, 000 


It is not contemplated, at this time, to install armament on the 
above-listed ships, and the estimated costs do not include the cost 
of armament. 

SUMMARY 


Approval of the foregoing program is strongly recommended for 
the following reasons: 

(a) There currently are no provisions for capital expenditures by 
the MSTS. 

(6) MSTS has certain assigned responsibilities and, as is true in 
any organization, it must have the tools to do the job. None of the 
type shipping being recommended in this program is currently avail- 
able from any source. 

(c) Present ships of conventional design are not adequate nor can 
they be altered satisfactorily to perform the services required. Even 
if coneegree use of these were made, they eventually will have to be 
replaced. 

(d) New ships will permit extending the shipping season to the 
Arctic now and permit greater flexibility in the operations of MSTS. 
The maximum extension of the supply season will become mandatory 
upon mobilization. All ice-strengthened ships will be capable of use 
in non-Arctic operations. They will be less efficient, however, io 
view of their special design characteristics. 

(e) Gaining operational experience in the use of specialized shipping 
now is invaluable. Furthermore, plans and building experience based 
upon the construction of these types will be available in the event of 
an emergency, and we will not be faced with suddenly initiating a 
building program upon mobilization for which the groundwork has 
not been laid. 

(f) We have an enormous investment overseas, including the Aretic. 
The funds being requested in this program for support are a small 
percentage of the total investment. 

(g) Approval of this program will increase our defense capabilities. 

Mr. Thank you, Admiral. 
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AUTHORIZATION FOR CONSTRUCTION OF SHIPS 


Mr, Wice.esworts. Under what authorizing legislation would this 
construction be carried on, Admiral? 

Admiral Denesrink. I do not know that I have the answer to that. 
I am in a vacuum on that. 

General Moore. There is no specific authorizing legislation cover- 
ing these ships. As I recall, in the past there was no authorizing legis- 
lation for the construction of Army transports. They were built as a 
result of the responsibility to ship personnel and supplies in connection 
with the operation of the Army. 

In that connection there was in one provision of law, which has 
been repealed, a directive that the Army vessels would be procured 
by the Quartermaster Corps. In the — of functions that 
specific provision, as I recall, has been repealed. 

The responsibility to transport supplies and services rests with the 
Army, Navy, and the Air Force; and it might well be inferred that 
no specific authority is required to provide troop transports, since none 
is required to provide hospital trains, railroad tank cars, flatcars, 
automobiles, and trucks. 

Mr. Scrivner. Off the record. 

(Discussion off the record.) 

Mr. WiecGLeswortu. I assume this request is made pursuant to 
some general authority. Perhaps, in connection with the revision of 
remarks, that authority can be included in the record at this point. 

General Moors. Mr. Chairman, if it is satisfactory to the commit- 
tee, we will insert at this point in the record a statement with respect 
to the question now at issue. 

(The information is as follows:) 

The authority for the construction of the ships for which these funds are 
being requested derives from the basic responsibility of the military departments 
to provide all necessary logistical support, including transportation of troops, 
material, supplies and equipment (5 U.S. C. 181-4; 5 U. 8. C. 411a; 5 U.S.C. 
626-2 (a); 10 U. S. C. 1863). No specific authority is required to provide any 
other type of equipment used for transportation, such as hospital trains, rail- 
road tank cars, flatcars, highway trucks, automobiles, which have been con- 
sistently acquired with appropriated funds. 

The Military Sea Transportation Service was established by the Secretary of 
Defense pursuant to his authority under the National Security Act to eliminate 
duplication and overlapping and to provide for financing commercial type activ- 
ities. This is the agency of the Department of Defense primarily responsible for 
sea transportation of all troops and logistical support and, as created by the 
Secretary of Defense, now has responsibility and all of the authority within the 
Department of Defense to provide such transportation, all functions, powers and 
responsibilities of the three military departments in this field having been trans- 
ferred to the Military Sea Transportation Service and the responsibility for the 
administration of this service has been assigned to the Department of the Navy. 

The Quartermaster General of the Army, in connection with his supervision 
of the activities of the Army Transportation Service, the functions of which were 
tran ferred to the Military Sea Transportation Service, had specific statutory 
authority under 10 U. 8. C. 1364 to make ‘‘* * * all purchases of * * * ships 
and other seagoing vessels * * *.’’ This authority is now considered to have 
devolved upon the Military Sea Transportation Service as a result of its creation 
in 1949, although, under the Army Organization Aci of 1950, this section of the 
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code was. repealed insofar as the function was to continue to be performed by 
the Quartermaster General. 
It is, therefore, the view of the Defense Department that authority exists to 
uest funds for the acquisition and construction of transport vessels for the 
Military Sea Transportation Service. It should be noted, of course, that it is 
not contemplated that these vessels will form any part of the commissioned fleet 
of the United States Navy. 


SHIPS OPERATED PRESENTLY BY MSTS 


Mr. Wiceieswortn. Admiral, can you tell us something about the 
peeve picture so far as MSTS ships are concerned? t do you 

ve in terms of ships now? 

Admiral Denesrink. The problem that we have before us, Mr. 
Chairman, with regard to these particular ships has to do with a very 
few — special types. 

IGGLESWORTH. I understand that. I wanted for the record 
just ‘ word: as to what ships ‘you -have*now. How many are you 
operating? 

Admiral DeNEBRiINK. Well, MSTS today is operating 374 ships. 

Mr. WiaeLeswortu. Are some of those chartered? 

Admiral Denesrink. These ships are of numerous types, Mr. 
Chairman. We have 248 ships in our nucleus fleet. The remaining 
ships are in our commercial fleet. Some of our ships are drawn from 
the United States Navy. Some of them we inherited from the old 
Army Transport Service. We have private vessels under time 
charter. 

Mr. Wiaaieswortu. Included in this 374? 

Admiral Denesrink. Yes, sir. We have private vessels under 
voyage charter. We have 10 foreign-flag vessels of various types. We 
have at the moment 33 Government ships operated under a general 
agency agreement. 

We have all types of ships; transports, cargo ships, oil tankers, and 
every conceivable type of vessel, I elieve, i in our fleet. 

e are charged wath the Arctic resupply. A large number of the 
ships we are asking for in this program have been slanted in that 
direction. 

This is a very difficult operation. In the event the committee is so 
minded, I have brought along some of the pictures of the operations 
in the Arctic, to indicate the terrific amount of damage that is sus- 
tained by our operations up there in sup epost of these Army and Air 
Force bases. e particular emphasis that has been placed on the 
so-called roll-on roll-off ship is due to the very great insistence on the 
ore of the Army that development be made of this special type of 


Mr. Scrivner. Is not the general purpose of that so that you do 
not have to do so much crating? 

Admiral Denesrink. That is correct, sir. 

Mr. Scrivner. You drive them on and drive them off? 

Admiral Denesrin«k. That is correct, sir. We anticipate quite a 
ee of success with the development of that ship for the benefit of the 

rmy. 
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ESTIMATED SAVINGS WITH NEW TYPE SHIPS 


Mr. Scrivner. Do you have any figures which would give us an 
estimate of the savings we might expect on a typical shipload of ve- 
hicles, as it relates to the cost of crating and loading, which would be 
wiped out by reason of driving them on directly? 

Admiral Denrsrink. I think that would be a little difficult. I do 
not have those figures with me. 

This ship that I have here, that I am talking about, would try to 
move in and discharge the vehicles within a matter of hours, and get 
out of there. 

Mr. Scrivner. You could give an estimate. At least somebody 
can tell us how much it costs to crate each vehicle, how much stevedor- 
ing you have and how many man-hours it takes to load a ship when all 
your cargo is crated; and compare it with the approximate length of 
time it would take to run them on and off. 

_ Admiral Denesrink. I would be happy to get that estimate made, 


(The information follows:) 


EstTIMATED SAVINGS IN SHIPPING Costs BETWEEN Victory, 
AND MARINER SHIPS 


As an economy measure and to expedite the handling of vehicles, the armed 
services have discontinued the practice of crating this type of cargo, except in 
isolated instances for a few vehicles. Data, therefore, have not been maintained 
which indicate costs of crating. The estimated savings on a typical shipload of 
uncrated assembled vehicles shipped on a roll-on-roll-off ship as compared with 
Victory ship lift is $30,380; as compared with Mariner lift, the savings is $14,761. 
In stevedoring time, it is estimated it would require 6 times as long to load- 
unload an equivalent number of vehicles when using Victory shift lift and about 
4 times as long to load-unload an equivalent number when Mariner lift is 
utilized. 

Mr. Scrivner. I am not talking about an exact cost, but just an 
approximate amount. 

Admiral Denesrink. We carry vehicles now, sir, in various types 
of ships. Our familiarity with the large number of vehicles we have 
to carry highlights the need for such a ship. 

Very recently, for example, we completed a vehicle lift from the east 
coast to Japan, involving 75,000 vehicles. That is a lot of vehicles. 
We found it very difficult to execute. 

My statement included a statistic that 24 percent of the dry cargo 
for an Army movement is made up of vehicles. Therefore, anything 
that we can do to get some expedition in that particular lift is very 
important. 

Mr. Scrivner. Of course, in addition to that when you have to 
crate one of these vehicles you have a lot of cargo weight that is 
wasted. 

Admiral DenreBsink. Yes, sir. 

Mr. Scrivner. In other words, you are paying for dunnage; that is, 
just dead weight. 

Admiral Denesrink. That is right, sir. 
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Mr. Scrivner. Plus the time it takes to crate them and the time 
it takes to uncrate them and get them ready to go. 

Admiral Deneprink. For your information, this ship we call the 
roll-on roll-off. 

Mr. Scrivner. That is very descriptive. 

Admiral DenreBrinKx. Whereas normally we have to lift the vehicle 
on with a pulley and tackle. We move the vehicle down into the 
hold, and then manhandle it over into place. A great deal of experi- 
mentation and thought has gone into this in various quarters. It is a 
very interesting development. The Army is very keen on this. 


REQUIREMENT FOR IcE-STRENGTHENED VESSELS 


Mr. WieeLeswortn. This request as I understand it is based on 
the belief that you can function more efficiently and more economi- 
cally with the ships to be constructed, particularly in the Arctic 
regions? 

Admiral Denesrink. I would like to point out that all the ships 
we are asking for are for use in the Arctic because of the frozen 
conditions, with the exception of the roll-on roll-off ship. 

The ships that we need in the Arctic are predicated upon the 

wing business that we have up there. Last year I lifted over a 

alf million tons of cargo to our various bases in the north. We 
took some 75 shiploads of equipment up there. 

Mr. Wiceieswortu. Do you expect that figure to be increased 
this coming year? 

Admiral Denresrink. I think the figure will decrease slightly this 
coming year. I have already implemented our Arctic operations 
for 1954, but the figure is a big one. It will continue to be large as 
we complete and maintain our various stations in the Arctic regions, 
both in the Atlantic and the Pacific. 

Mr. Wiae.ieswortu. Is the fundamental basis of this request more 
economical and more efficient operation? 

Admiral Denresrinx. Mr. Chairman, I would characterize this 
— as falling within both of those categories. 

Mr. WicGLeswortuH. You want better ships for the work in the 
Arctic regions that can do it faster and more efficiently? 

Admiral Denesrink. That is correct. We are suffering from a 
great deal of damage. 

Mr. Wiaeieswortn. Are ships operating in the Arctic subject to a 
great deal of damage? 

Admiral Denesrink. That is correct, sir. 

It is a completely new area in which we have been operating in the 
postwar years. 

If I may take a second of your time, I would like to show you some 
pictures of what we are talking about because I think it is important. 

Here [indicating] is a very crude sketch of some of the Arctic bases 
that we have to supply up there, just to give you some idea of the scope 
of this operation. e have to go up here all the way to a place called 
Alert [pointing]. 

Mr. Suerrarp. Do you have to break ahead of your ships up there? 
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Admiral Denerrink. Yes. I had seven:ships up there at Resolute 
Island. I could not get in with an icebreaker. At the end of 30 
days I had to send the ships back down. 

Hers are some photographs that will give you some idea of the con- 
ditions we meet up there. 

(Discussion off the record.) 

The ships that we have been using up there were not built to go 
into those waters. 

Mr. WicGLeswortuH. There are about 15 new features listed here 
in the statement. 

Admiral Drenesrink. They would be in the ice-strengthening. 
They would not be in the roll-on roll-off ship. 

Mr. Wiac.eswortsH. Every one of the changes listed from A to O 
on pages 7 and 8 of your statement would be in each of the six ships 
suggested for Arctic operation? 

Admiral Denesrink. That is correct. 

This does not include icebreakers. Our ships would be used in 
conjunction with them. 

his is a rugged business up there, Mr. Chairman. For your 
information, in 1952 we had a total of 125 ships engaged. In 1953 
we had 74 ships engaged. This coming year we will not have as 
many ships, but our cargo will still be considerable. It is a continu- 
ing proposition because these bases up there, our airfields, and 
various outposts are on a permanent basis. 

Mr. WigGLeswortu. You feel that you cannot obtain the same 
results by conversion? 


PICTORIAL RECORD OF ACTIVITIES IN NORTHERN REGIONS 


Admiral Denesrink. That is correct, sir. We have made a very 
thorough study of that and we cannot achieve any beneficial results 
through any conversion of existing vessels. 

Mr. Manon. Several hundred thousand dollars, first and last, of 
Government money has perhaps been used to keep a complete 
record of our efforts in developments and construction and progress 
in the northern regions. This story has been told by still camera 
and by moving-picture camera, in color and in black and white. 

I would like to see a roundup on these pictures under the proper 
circumstances at the proper time. Could that be arranged? 

Admiral Deneprink. That could be arranged. 

Mr. Manon. I think the committee would be interested, and I 
know that I would be interested. 1 saw in Thule on one occasion 7 
different photographers and movie cameramen taking pictures of this 
business. I was disgusted with what I considered the overexpendi- 
ture of money and manpower to take the pictures. I think it would 
be an unhappy circumstance if you did not have a picture worth 
looking at. 

Will you see that steps are takeo to get this straightened out and 
get in touch with the clerk of the committee about that? 

Admiral Denesrink. I certainly will. I do not know whether 
we will be able to round up all the pictures. 
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Mr. Manon. I understand. Do the best you can. Let the clerk 
and the chairman know, and if the committee is interested, all right, 
but I would like to see it. 

Mr. OstertaG. What is the purpose of the pictures? 

Admiral Denesrin«k. I have no idea what the purposes’ of the pic- 
tures are because I had nothing to do with taking the pictures. 

Mr. Manon. The Army, the Air Force and the Navy Bureau of 
Yards and Docks took the pictures. They ought to be fantastic 
pictures. 

BASIS FOR ESTIMATES 


Mr. Wiaciteswortu. How good are these estimates, Admiral? 

Admiral Denesrink. These estimates were obtained from the 
Bureau of Ships. We had some pretty good sessions with the Bureau 
of Ships. I remember that I had a personal meeting with Rear 
Admiral Leggett, who is Chief of the Bureau of Ships, and I said that 
I thought his estimates were high, and he agreed with me that he 
thought the estimates were high, but he could not say anything other 
than that. I think some of you gentlemen have him a little worried 
about the time he underestimated. I think that the estimates are 
high, but bear in mind we are not going to pay what those estimates 
are. The ships will be cotapatitied bid. The Bureau of Ships will 
be in charge of the construction. They will be let if the Congress sees 
fit to appropriate the money. They will be let on a competitive bid 
basis to private shipyards. 


AVAILABILITY OF DESIGNS 


Mr. Sueprparp. Am I to understand that we have designs in this 
field available as of the moment? 

Admiral Denesrink. We have conducted feasibility studies of the 
roll-on roll-off ship. We have set forth the requirements in great 
detail. There have been various studies made by various naval 
architects and constructors. 

With regard to the ice-strengthened ships, which really constitute 
a large number, we would use the existing ideas and build into the 
ships. the ice-strengthening features. It is not a radical departure. 
It would require heavier frames and plating and protection around 
the rudder and the propeller and the sea chests. 

Mr. Suerparp. What I had in mind was this: While we have com- 
mercial ships operating in and out of Alaska from the southern part 
more than we do from the northern extremities, there is not a design 
pattern in the commercial ships that would embrace 50 percent of 
those changes here, is there? 

Admiral Deneprinx. We have had these changes incorporated in 
such ships as our icebreakers. 

Now, an icebreaker is a little more than an ice-strengthened ship. 
It is what we call an iceworthy ship. The only, trouble about an 
icebreaker is when you make it iceworthy you cannot do anythi 
else with the ship. It can just break ice, but you cannot carry muc 
cargo, or petroleum. It is limited. Hence, the distinction between 
iceworthy and ice-strengthened. 
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You might be interested in knowing that to a degree the Mariner 
ship is ice-strengthened. She has special steel in her hull at certain 

arts. Some of the foreign ships have been built ice-strengthened, 
ut I have talked to shipbuilders in connection with this problem, 
and people who have built icebreakers and are building them, and 
they are thoroughly conversant with what we are talking about in 
this area. 

Mr. SHEppaArD. Is the contemplated design of these ships you are 
discussing of such a type that a standard shipyard could not build 
them because of the specialty requirements involved in the con- 
struction? 

Admiral Denesrink. No. I believe that all these ships could be 
built by any commercial shipyard that could build a ship of that size. 

Mr. Scrivner. No questions. 

Mr. Mutter. As I understand it, these ships you are interested in 
at this particular time are all rather highly specialized for either 
Arctie work, or roll-on roll-off capabilities? 

Admiral Denrsrink. That is correct, sir. 

Mr. Mituer. It is the belief of your office that it will be more 
economical to have such ships in use rather than to attempt to make 
out with makeshift equipment of more or less standard design? 
Admiral Denzprinx. That is correct, sir. 


REDUCTION IN MSTS UNIT COSTS 


Mr. Hruska. The other day we had some rather startling figures 
on the reduction in the unit costs of MSTS. 

Admiral Denzsrink. Yes, those are my figures. 

Mr. Scrivner. Those figures showed a very surprising downward 
trend, which would indicate something. What would you think it 
indicated, higher erecneney and greater care in programing? 

Admiral Drenresrink. | believe there is no easy answer to that. I 
believe that with the continued experience of our organization under 
my distinguished predecessor, Admiral Callaghan, who set it up, we 
have become very dollar conscious. 

Mr. Scrivner. Good. 

Admiral Denresprink. And we are operating on a businesslike con- 
cept. 

Mr. Scrivner. Good. 

Admiral Denreprink. And my watchword is that we are not Gov- 
ernment in business, but we are business in Government. 

Mr. Scrivner. Good. 

Admiral Denesrink. In the last year we have been favored by 
greater economy through the cessation of hostilities in Korea. 

Mr. Scrivner. Sure. 

Admiral Denesrink. Where certain changes have permitted a 
higher utilization of our ships. 

r. Scrivner. That would be natural. 

Admiral Denresrinx. Hence, we have been able to do work more 
economically. Also, we have pared down our budget. There is not 
a day goes by that we do not attack a problem on a dollar and cents 
basis. I believe that the philosophy of spending Government money 
on a business basis rather than on an appropriation basis is one of the 
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things which should give you gentlemen the greatest thing to ponder 
over. I am sold on it. 

Mr. Scrivner. It gives us a great deal of satisfaction and we are 
glad to see it come to pass, and you and whoever else is responsible, 
should be commended for it. 

Mr. Mr. Mahon. 

Mr. Manon. No questions. 

Mr. Mr. Sheppard. 


AUTHORIZATION FOR TANKER PROGRAM 


Mr. Suepparp. I am wondering if it would be possible to place in 
the record at this point the law upon which your contemplated tanker 
program is to be effected, and follow through on it from its origin on 
up to the present so that it will be clearly reflected in the record. 

e would like to know the authorization under which this function 
is being presented, even though it is in a legal category. Will you 
supply that for the record? 

Admiral Deneprink. That is for my tanker business? 

Mr. Suepparp. Yes. 

Admiral Deneprink. May I say to the committee, Mr. Chairman, 
at the time this proposed legislation was sent up with regard to my 
so-called tanker bill, I called attention to the fact that there were 
numerous committees of the Congress that were interested in this 
asia rad problem and I felt all committees should be given full 

nowledge of this proposed legislation. 

I have in my office a detailed statement which I am willing to give 
before whatever committee calls me up for the consideration of that 
legislation, and I would be very happy if you would permit me to 
put that statement in this record after I have given it to whatever 
committee of the Congress I give it to first. 

Mr. Suepparp. I will go along with your request at the moment 
with this reservation: That the information will be available when the 
report goes down, so that we can have it for consideration in the com- 
mittee. My desire in making the request is not to embarrass any 
other committee of the House. I do not see how it could because 
undoubtedly you have been advised by your legal division that there 
is legal authority for the procedure. You understand without it the 
presentation would not have gone as far as it has. That is what I am 
desirous of putting in the record, the original act of authorization, 
which was for the purpose of the Army, and then its transference and 
steps on through up to the present concept. 

Admiral Denesrink. I am afraid that I am confused now. Are 
you talking about my tanker bill? 

Mr. Suepparp. That is right. 

Admiral Denesrink. And not about the matter under considera- 
tion? 

Mr. Suepparn. Not about the matter under consideration. I am 
talking about the tanker bill because the question was brought = 
before the committee earlier in your presentation this afternoon. 
would like to have that clarified so if the question does become in- 
volved at least we can go to the record and resolve it upon the premise 
of authority vested in this operation. You can supply most of that. 

Admiral Denesrink. Yes. 
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(The information requested is as follows:) 


The information requested which pertains to the request for $50 million for the 
construction of ships for the Military Sea Transportation Service appears on page 
435. The information which pertains to the tanker program will be submitted 
to this committee, in accordance with my previous remarks, as soon as I have 
given it to the committee of the Congress which conducts the first hearings on 


the proposed*tanker législation: 


ARCTIC OPERATIONS 


Mr. SHEPPARD. With reference to the specially designed ships you 
are presently referring to in this budget, how long have you been 
operating in the Arctic area? 

Admiral Denrsrinx. I would say that we have been up there in 
1951, 1952, and 1953 to quite an extensive degree. We have had 
Arctic operations a, back many years on a limited scale. 1 think 
that’ we went up into the Pacific into Point Barrow when we set up 
that petroleum reserve there. It seems to me that that dates back 
almost 20 years. 

Mr. Suepparp. If I remember correctly, it was not 20, it was 18. 
You were delayed considerably in getting the equipment then because 
of the conditions encountered up there—the weather. 

Admiral Denesrinx. That is correct. 

Mr. Suerparp. During the operation that you just spoke of, have 
we been unfortunate enough to lose any ships in that area? 

Admiral DenreBrinx. We have suffered a considerable amount of 
damage to ships. I do not recall that we have actually lost any ships. 

Mr. Suepparp. Have we lost any manpower because of the ele- 
ments with which we have to contend? 

Admiral Denrsrink. I believe that we have lost men. More than 
that, I believe we have lost effective manpower due to the fact that 
our ships were not constructed and designed to meet the condition 
under which they had to exist. 

Mr. Suepparp. Have you been close enough to the picture over a 
period of time so that you would have an idea of what is causing our 
delays because of the inadequacy of the present ships that you have 
been forced to use? 

Admiral Denesrinx. We have been going in there to provide the 
supplies and equipment so that the Army and the Air Force could 
construct these bases. 

Let us take the question of petroleum, because some of these ships 
I want are small tankers. In the first place, you go in with an ice- 
breaker and you push your way in toward the beach and you get some 
amphibious landing craft into the water and you take your petroleum 
products, ashore in barrels and drums. Then they build a small finger 
pier, or a dock, and then they put a submarine hose out to a buoy, and 
then you take your tanker in and connect it up to that submarine hose. 
The ice comes in and you have a lot of problems of the ice carrying 
that submarine pipeline away. The proposition is one of fighting the 
elements 24 hours a day all during the ice-free season. The season 
is regrettably short in those northern latitudes. 

Mr. Suepparp. The open season is regrettably short. 

Admiral Denesrink. The open season is regrettably short, and the 
people want to get this work done so they are always forcing the 
season. No matter how we force the season it is never long enough. 
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I would like to point out this proposed program is to go from con- 
ventional ships into what I call ice-strengthened ships. Ultimately 
we may go even further than that, but I believe in making progress 
by evolution rather than revolution. So we are trying to improve 

ese ships, based upon our problems. 

I can assure you the conditions under which these people operate 
up there are very difficult. We have to engage in widespread ice 
reconnaissance and we have to set up special weather teams. We 
did not close our program at Goose Bay until November 17 of last 
year, and we were really very fortunate we were able to stay far beyond 
the season because abnormally good weather favored us last winter. 

Mr. Suepparp. It is reasonable to assume that by operating in the 
revised t of ship that you are addressing yourself to, the benefits 
will not only be reflected in getting the commodities that are necessary 
to be delivered to the Alaskan points, but it will reflect itself monetary- 
wise; will it not? 

Admiral Deneprink. Very much so. 


AMORTIZATION OF VESSELS 


Mr. Suepparp. Give me a rough guess at this time as to the period 
of years it would take to amortize these ships with the savings that 
might be effected from them. 

dmiral Denesrink. It would certainly have to be a rough guess. 

Mr. SHepparpD. You have been in the business quite a while. 

Admiral Denesrink. I would certainly say that they would be 
amortized in less than the life of the vessel. In other words, we cannot 
lose on it. It would certainly be less than the life of the vessel. 


TYPE OF POWER FOR SHIPS 


Mr. Suepparp. What difference would there be in the power factors 
in these ships compared with the normal ship of the same tonnage? 

Admiral Denesrink. We would like to have the ships of the 
diesel electric drive. It is very important that ships operating in 
the Arctic Ocean be o aoied Gy diesel electric engines. Then we 
would want to have the controls of those engines right up on the 
bridge so you can stop and start. We would want to have the 
propeller of path design that it would get its maximum thrust when 
you get zero speed right up against the ice. We might want to have 
as of some of these ships extend clear up into the crow’s-nest, 


I think that we have done remarkably well with conventional ships, 
but I do not know why we just do not show imagination enough to 
use what we need to do something rather than to always adapt a 
conventional ship. 

NORWEGIAN SHIP 


Mr. SuHepparp. Am I wrong in my assumption that the Norwegians 
have been building ships for some period of years to especially contend 
with ice conditions? Have they better ships in that field than we 
have at the moment? 

Admiral Denesrinkx. We have studied a Norwegian ship. We 
know that the Norwegians are particularly conscious of our ice 
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conditions, and we have reviewed the construction features of some 
_ Norwegian ships in coming up with our program. 


DE-ICING EQUIPMENT 


Mr. Sueprarpv. What type of de-icing do you have in mind at the 
moment? You must have some opinion about the type of de-icing 
features that you are going to interject into the ship. 

Admiral Deneprink. I am getting a little help here. You have 
hit me a little cold on that one. We will have an auxiliary boiler with 
steam lines and electric heaters and so on in various places. We will 
have to have some de-icing helps for our pilot house. 

Mr. SuepparD. Generally speaking, it will be circulating heat? 

Admiral Dreneprink. Yes. 

Mr. SHEPPARD. That is rather interesting. The old steamship 
Bertha had some of that equipment. 

Admiral Denxsrtnk. I do not remember. 


FURNISHING OF SPECIAL TOOLS AND EQUIPMENT TO PRIVATE 
CONTRACTORS 


Mr. WiaeLesworrn. I note in the language reference to plant 
equipment, appliances and machine tools and installations thereof in 
public or private plants. Do you need that language? 

Admiral Denesrinx. I do not recall that. This is the language 
that was put into it by the Office of the Secretary of Defense. 

Mr. WiacieswortH. You do not anticipate the necessity of install- 
ing any expensive plant equipment, or machine tools to construct these 


ships; do you? I wonder why that language is inserted. 

Admiral Denesrinx. I a do not know, Mr. Chairman. I 
visualize that these ships will be built in private plants. I see no 
reason why they could not. 

Mr. Wiaciteswortx. When you revise your remarks will you 
clarify this please, if possible. 

(The information requested is as follows:) 

In the construction of ships, it is frequently necessary for the Government to 
procure special tools, equipment, and appliances to meet the particular require- 
ments of the characteristics of the ships under construction. This language is 
necessary to render these funds available for this purpose and to permit the fur- 
nishing of such special tools and equipment to private contractors. 


STATUS OF DESIGN PLANS 


a Hruska. Has the design for this type of ship been completed 
et 
Admiral Denesrink. The actual design plans have not been com- 
leted. We have made feasibility studies with the Bureau of Ships. 
e have gone over the plans with the Office of the Chief of Trans- 
rtation of the United States Army, who has been very interested. 
e have gone back and forth over them many times in order to revise 
our thinking on that in order to incorporate their latest ideas. We 
have gone into a study of various commercial companies who have 
been thinking along these lines but not exactly in the direction that 


we are going. 
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The idea is that when the money is made available, by the Congress, 
of the Navy Department 
and they will contract with design firms for a design study. 


we will work through the Bureau of Shi 


Mr. Hruska. For the final design? 


Admiral Denesernk. For the final design. 


Mr. Hruska. that*apt to 
Admiral 
months. 


take? 


ell, I would say that should take several 


Mr. Hruska. Would the design and preliminary work be completed 
in time so that the bids could be taken and contracts awarded in the 


fiscal year 1955? 


Admiral Denepsrin«. It is my opinion that is entirely feasible. 
Mr. Wiacieswortu. Thank you, Admiral. 
Admiral Denzprinx. Thank you very much, Mr. Chairman and 


gentlemen. 


Retrrep Pay 


WITNESSES 


J. R. LOFTIS, DIRECTOR, OFFICE OF ADMINISTRATIVE SERVICES, 
OFFICE OF THE SECRETARY OF DEFENSE 
CAPT. J. B. HOYT, USNR, SPECIAL ASSISTANT TO CHIEF OF NAVAL 


PERSONNEL 
Amounts available for obligation 
1953 actual | 1954 estimate | 1955 estimate 
A $330, 000, 000 | $365,000, 000 | $404; 500;000 
Transferred from— 
“Emergency fund, Department of Defense,” pursuant 
“Ordnance and facilities, Navy,’’ pursuant to Public 
“Marine Corps troops and facilities,’’ pursuant to Public 
Adjusted appropriation or estimate. _..............-..-- 357,000,000 | 375,090,000 | 404, 500, 000 
356, 385,315 | 375,090,000 | 404, 500, 000 
Obligations by activities 
Deseription 1953 actual | 1954 estimete | 1955 estimate 
$159, 966, 137 | $168,300, 500 | $189, 878, 000 
2. Temporary 9, 033, 717 12, 749, 800 18, 870, 700 
164, 791, 799 169, 140, 700 165, 902, £00 
356, 385,315 | 375,000,000 | 404, 500,000 
Actual —_ Estimated Estimated 
age num average num- | averag :num- 
Type of retirement fiscal year ’ r, fi r, fi 
953 year 1954 year 1955 
3. Permanent d 63, 925 598 66, 769 
12, 181 13, 579 15, 599 
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Obligations by objects 


12 Pensions, annuities, and insurance claims: 


Analysis of expenditures 


| | 
| 1953 actual | 1954 estimate | 1955 estimate 
| | 


Unliquidated obligations, start of year $5, 258, 463 $2, 663, 190 $1, 176, 920 
Obligations incurred during the year 356, 385,315 | 375, 000, 000 404, 500, 000 


361, corti 377, 663, ‘ote 405, 676, 920 


auatihant in obligations of prior years 1, 503, 719 | 
tn iquidated obligations, end of year 2, 663, 190 1, 176, 920 920 | 1, 496, 920 


Total expenditures ‘“ 3%, 476, 869 | 376, 486, 270 | _ 404, 270, 000 


Out of current authorizations 7 354, 345,279 | 375,099, 000 493, 290 000 
Out of prior authorizations : 3, 131, 590 1, 486, 270 1, 070, 000 


Mr. WiaeieswortH. The next item is a request for $404,500,000 
for retired pay, which apparently compared with $365 million made 
available in the first instance with respect to the current fiscal year, 
or $387 million if we include in addition $22 million—a $10 million 
transfer and $12 million to be submitted in a supplemental estimate. 

Mr. Lortis. The committee authorized the $10 million transfer 
last year. The $12 million supplemental is pending submission. 

Mr. Wiee.eswortH. The comparison is $404,500,000 with $387 
million. 

Mr. Loftis has a statement for the committee. 


GENERAL STATEMENT 


Mr. Lorris. Mr. Chairman and members of the committee, the 
estimate of $404.5 million for the fiscal year 1955 will provide for the 
retired pay authorized military personnel on the retired lists of the 
Army, Navy, Marine Corps. and Air Force and for the retainer pay 
of the Navy and Marine Corps Fleet Reserve. The estimates repre- 
sent a consolidation of the requirements of the military services for 
retired and retainer pay for both Regular and non-Regular personnel, 
including the Reserves. 

The amounts included in these estimates are determined by the 
various laws governing retirement of military personnel and the rates 
authorized by laws to be paid to retired personnel. They are mathe- 
matical computations of the rates prescribed by law applied to the 
best available projection which can be made of the number of per- 
sonnel to be carried on the retired rolls. No provision is made in 
this estimate for amounts required to administer these laws. 

There are three general bases on which military personnel are 
retired—length of service, age, and disability. In order to insure 
that persons placed on the permanent disability retired list are 
actually permanently disabled and their percentage of disability 
determined properly, the Career Compensation Act authorizes the 
placement of individuals retired for disability on a temporary list 
for a period not to exceed 5 years. During this 5-year period, 
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examinations are required every 18 months to determine whether such 
individuals can be rehabilitated and returned to active duty, whether 
they should be discharged, or whether they should be transferred to 
the permanent disability rolls. 

The estimate of $404.5 million includes approximately $190 million 
for personnel retired by reason of length of service or age as compared 
with the estimate of $178.4 million to be spent this year for this pur- 
pose. The increase in the estimate is due to the increase in the esti- 
mated average number to be carried on the retired rolls next year based 
upon a projection of the estimated gains and losses. This projection 
gives consideration to the numbers on the active rolls who will become 
eligible for retirement and a lessening need to retain on the active rolls 
members otherwise eligible for retirement. Most of the retired en- 
listed personnel recalled to active duty will have been returned to a 
retired status during fiscal year 1954 except for some volunteers. 

It is estimated that over $185 million will be required for both per- 
sonnel on the temporary and permanent disability retirement lists as 
compared with over $180 million this year. This increase is a reflec- 
tion of a continued increase in disabilities occasioned as a result of 
troops being present in the combat zone, and accidents incurred as a 
result of training and troop activity. The estimated rate of increase 
for the fiscal year 1955 has been scaled down slightly under the esti- 
mated rate of : increase attained this year on the assumption that the 
ee rate of disability retirements resulting from casualties in the 

orean operations may have been attained. 

The estimate of over $28 million for the Fleet Reserve will provide 
the retainer pay for members of the Navy and Marine Corps in the In- 
active Fleet Reserve at rates prescribed by law. These are all en- 
listed personnel with at least 20 but less than 30 years of service who, 
upon approval of their application, are transferred from the active 
duty rolls to the Fleet Reserve where they remain until they complete 
30 years’ service unless sooner transferred to the disability retirement 
rolls because of physical unfitness for further military service. 

In summary, the estimate of $404.5 million for the fiscal year 1955 
is the best available projection which can be made at this time, of the 
amounts which will be required for the retired and retainer pay as 
authorized by law to be paid to military personnel on the retired and 
Inactive Fleet Reserve rolls. 

Representatives of the military departments are here with me and 
we will discuss their requirements in more detail if you so desire. 

Mr. Scrivner. This just boils down to a matter of mathematics. 
You have so many people entitled to so much under the law that 
exists, and that is that. 

Mr. Lortis. One thing that has contributed to our sudden increase 
on the retired rolls this year which was not anticipated, and the reason 
why we are asking for a supplemental appropriation, is the cessation 
oi hostilities in Korea and the lower strength required to maintain 
the forces recently approved. In getting down to these new author- 
ized strengths, those eligible for retirement are ‘transferring to the 
retired rolls at a faster rate than we anticipated when we appeared 
last year. 

OBLIGATIONS 


Mr. Wiceieswortu. Without objection we will include page 5 of 
tab 8 at this point in the record, which gives the four principal cate- 
gories of this request. 
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(The justification table referred to is as follows:) 


Justification of estimates for fiscal year 1955 
Summary of Direct Obligations by Activity 


| 
1953 actual | 1954 estimate | 1955 estimate 


Nondisabilit .--.---------| $159, 966, 137 | $178, 419, 900 $189, 878, 000 
‘Demporary. disability 9,083,717 | _ 14,606, 100 

Permanent disability 164, 791,799 | 166, 291, 500 
Fleet Reserve 22, 543, 662 27, 682, 500 


Total direct obligations 356, 385, 315 | 387, 000, 000 


\~ toppers shown in fiscal year 1954 column includes $12,000,000 in the Supplemental Appropria- 
tion bill. 


Mr. Wiacieswortu. Will you give me the actual obligations for 
each of those categories as of December 31? 

Mr. Lortis. As of December 31, for nondisability retirement, obli- 
gations are $87,530,000. 

For temporary disability, $6,638,000. 

For permanent disability, $82,825,000. 

For Fleet Reserve, $13,573,000. 

That is a total of $190,566,000. 

Mr. WiaGLteswortu. You have given us for each one of these four 
main categories a breakdown into subcategories—Regular officers, 
Regular enlisted men, non-Regular officers, and non-Regular enlisted 
men, and you have given us a detailed statement in regard to each of 
these subcategories. 


POSSIBLE LEVELING OFF OF RETIRED PAY 


I note on page 8 where you show gains during the year and losses 
during the year, the gains are considerably in excess of the losses. Is 
that something that is going to level off before long? 

Mr. Lorris. Thac witl probably not level off for a good many years. 
There has been a number of actuarial studies to estimate when we 
may expect retired pay to level off. Maybe Captain Hoyt has some 
better information on that. He has been working with a group of 
people who are making studies of that nature. 

Captain Hoyt. We have been working with the Committee on 
Federal Retirement Policies, and we have made some studies on an 
actuarial basis, which is a bit different from the appropriation basis, 
pte «i it is studied in terms of present values rather than immediate 
cash. 

I would say the leveling out would depend on when the Armed 
Forces start to cut down. The examinations in the last few months 
are beginning to reduce the numbers on the temporary disability 
retired list, and I think if the services level off at 2 million men you 
will have a leveling off of the appropriation, but if they stay at 2,500,- 
000 the appropriation will not faved off for some years. The appro- 
priation will not level off until the population matures, until they are 
old enough to be dying or retiring for some reason as fast as they are 
coming in. 
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EFFECT ON BUDGET OF ELIMINATION OF VAN ZANDT AMENDMENT 


Mr. Wiae.eswortn. I notice the committee print contemplates the 
elimination of the so-called Van Zandt amendment. Would that 
effect the figures that you have given us? 

Mr. Lortis. No. I do not believe it would have any material effect 
on these figures. The purpose of eliminating that language -was to 
make it consistent with the legislative proposals which have been sub- 
mitted to the Armed Services Committee. 

Mr. Scrivner. The reason for that amendment has gone now. The 
shooting war in Korea is over, so there is no reason now why these men 
would not voluntarily retire. 

Captain Hoyt. The 20-year retirement which always seems to 
bother people a good deal, is really more apparent than real. Over the 
last 30 years less than one-half of 1 percent of the eligible people that 
retired took advantage of it within the period of 20 to 25 years, and 
less than 3 percent between 25 to 30 years. It really does not mean 
much, but it means a lot to the people in the service because it serves 
a bit the same way as an indeterminate sentence does to a man in jail. 
If he is sent there for 10 years he gets restless; if he is there on a 7- to 
10-year sentence, he feels better. 

Mr. Mixter. It will fit in beautifully with certain cases. 

Captain Hoyr. That is correct, sir, 


DISCHARGE—TRANSFER TO PERMANENT DISABILITY ROLLS 


Mr. Osrerrac. In your statement you refer to periodic examina- 
tions in order to determine whether these people can be rehabilitated 
or whether they should be discharged or whether they should be trans- 
ferred to the permanent disability rolls. What is the difference 
betes being discharged and transferred to the permanent disability 
rolls? 

Captain Hoyr. If you are transferred to a permanent disability 
roll you receive rétirement pay for the rest of your life. If you are 
discharged or separated with severance pay you receive a lump-sum 
settlement and are off the payroll. 

Mr. OstertaG. In other words, a discharge would not mean retire- 
ment but rather a lump-sum payment? 

Captain Hoyt. That is correct. 

Mr. Ostertaa. Is it optional? 

Captain Hoyt. No, sir. You have to meet the criteria for physical 
retirement, or you get the lump-sum benefit without any choice at all. 

Mr. Osrertac. That is all. 

Mr. Scrivner. When do some of these men come under the disa- 
bility compensation under the Veterans’ Administration? 

Captain Hoyr. The Career Compensation Act provides that the 
man may take disability compensation or he may take retirement. 
That is optional. But if he takes the VA benefits he cannot get his 
lump-sum settlement. It is one way or the other. 

For many of the lower grade enlisted men the VA benefits are more 
generous, because the base pay over there now is $171, and the base 
pay could be a great deal less under the Retirement Act, so many 
of them go over there. 

Mr. Wiccteswortu. Mr. Hruska? 

Mr. Hruska. No questions. 


Mr. Mr. Sheppard. 
Mr. Samreanp. He does have the right of selection, however, does 
he not? 

Captain Hoyr. He has the right of selecting either one of those 
benefits he wants. 

Mr. Sueprparp. I had a situation presented to me this noon that 
I could not answer, and I think it is apropos to ask you gentlemen 
about it. 

Hypothetically, we have X individual in the service. Following the 
military procedure that is necessary he goes to his command and he 
gets leave for 3 days, we will say. He gets out in his automobile and 
he is, hypothetically, going to Norfolk. Somewhere en route between 
his post and Norfolk he wraps himself around a bridge, abutment, tree 
or some other object of like resistance, smashes his body up and be- 
comes permanently disabled. 

What is his status under the existing law so far as retirement is 
concerned? 

Captain Hoy. If we consider the existing law it is a little compli- 
cated, but I will try to explain it. 

In the first place, there is a determination made as to whether or 
not that accident which made him a permanently disabled man was 
the result of his own misconduct. If it was the result of his own 
misconduct he has no benefits coming to him. If it was considered 
in line of duty, he has. 

Mr. Suepparp. Wait just a moment. You say ‘“misconduct.”’ 
Misconduct has a wide field of interpretation. 

Captain Hoyr. That is correct, sir. 

Mr. Suepparp. I do not mean that the man was intoxicated. The 
man has had an accident through the flow of circumstances. 

Captain Hoyr. If it were just a normal accident then under the 
existing law in time of peace there would have to be a determination 
made as to whether that occurred in what is known as line of duty, 
or is caused by his service. In other words, a direct causal relation- 
ship. 

Mr. SHeprarp. I was trying to direct my question, Captain, to 
take care of that situation. The man is not in line of duty, as I 
would interpret line of duty, because he has asked permission of his 
command to be absent from his post of duty for a specific period of 
time; hypothetically 3 days. 

Captain Horr. That is correct, sir, but he is also subject to recall. 

Mr. SHepparp. I see. 

Captain Horr. He might get to his leave and be immediately 
recalled. 

Mr. SuHepparp. In other words, it is interpreted under the law 
that even though he is on leave he is still under military control? 

Captain Hoyr. That is correct. 

Mr. SuHepparp. Under that interpretation he would fall within the 
category you have been discussing? 

Captain Hoyr. That is correct. 

Mr. SuHepparp. That is all. 

Mr. Hruska. Would that be true of a Reserve officer, as true as of 
a Regular? 

Captain Hoyt. That would definitely be true of a Reserve officer. 
As a matter of fact, under existing law today the Reserve officer would 
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be in much better shape than the Regular, because if he got killed 
under those circumstances he would get in under the Federal Em- 
ployees’ Compensation Act. 

Mr. Suepparp. Of course it is an interpretation in both instances. 
The man must be in a legitimate procedure. 

Captain Hoyr. That is correct. He is not AWOL; he is not drunk; 
he is not being chased by a policeman. In other words, liis accident 
or death has been while i. was in a good status. 

Mr. Suepparp. That is all. 

Mr. Mr. Mahon? 

Mr. Manon. No questions. 

Mr. Wiacieswortu. Thank you, gentlemen. 


Court or Miuirary APPEALS 


WITNESSES 


HON. R. E. QUINN, CHIEF JUDGE, UNITED STATES COURT OF 
MILITARY APPEALS 

J. A. WYLIE, DIRECTOR, BUDGET AND FINANCE DIVISION, OFFICE 
OF THE SECRETARY OF DEFENSE 


Amounts available for obligation 


Description 1953 actual | 1954 estimate | 1955 estimate 
249, 981 300, 000 320, 000 
Obligations by activities 

Military justice: 

Obligations by objects 
Object classification 1953 actual | 1954 estimate | 1955 estimate 
Total number of permanent positions...............--.--_-_- 41 47 45 
Average number of all employees. 36 43 45 
Average salaries and grades: 
General schedule grades: 
Average salary...._... $5, 678 $5, 601 $5, 749 
Crafts, protective, and custodial grades: 

01 Personal services: 
Ne ee — $228, 351 $268, 830 $279, 910 
Regular pay in excess of 52-week base 989 1,070 1,090 
Payment above basic rates......................-....- 1,051 600 600 
Total personal services 230, 391 | 270, 500 281, 600 
2, 958 5, 000 5, 000 
03 Transportation of things 23 200 500 
04 Communication services 4, 484 7, 500 8, 000 
06 Printing and reproduction 1, 202 7, 500 10, 900 
07 Other contractual services. -____..........-.-.....---.---.- 1, 480 1, 500 1, 500 
7, 947 4, 400 8, 500 
249, 981 300, 000 320, 000 
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Analysis of expenditures 


1953 actual | 1954 estimate 1955 estimate 


Unobligated obligations, start of $5, 665 $5, 665 
Obligationsincurred during the $249, O81 300, 000 320, 000 
249, 981 | 305, 665 325, 665 
Deduct unliquidated obligations, end of year___._-_.-...._--- 5, 665 | 5, 665 10, 665 
244, 316 300, 000 315, 000 

= 


Expenditures distributed as follows: | | 
Out of current authorizations. __................-....... 244, 316 | 204, 400 | 310, 000 
Out of prior 5, 600 | 5, 000 


Mr. Scrivner. We will now take up the item for the ‘Salaries and 
expenses for the Court of Military Appeals.” 

You have a statement for us, Judge Quinn? 

Judge Quinn. Yes, I have. 


GENERAL STATEMENT OF JUDGE QUINN 


Mr. Chairman and members of the committee, the United States 
Court of Military Appeals is now in its third year of operation. It 
was created by the Uniform Code of Military Justice to provide a 
civilian review of the more serious court-martial convictions in all 
branches of the armed services, and to perform supervisory functions 
over the administration of military justice as a whole. If you recall, 
the Code and the court came into being as a result of a long history 
of civilian and congressional dissatisfaction with the administration 
of criminal justice by the Armed Forces. The Congress, in enacting 
the Code, patterned military practices and procedures upon those 
existing in civilian courts, to all intents and purposes, putting military 
justice on the same plane with civil justice. Upon the court has fallen 
the duty of interpreting and enforcing the provisions of the Uniform 
Code. 

With the occupation of permanent quarters in the United States 
Court of Military Appeals Building at 5th and E Streets NW., during 
the fall of 1952, and the establishment of a sound and efficient admin- 
istrative organization, completed by the end of fiscal year 1953, the 
court is now in a better position to estimate the anticipated case 
workload for fiscal year 1955. As I reported to you on the occasion 
of my last appearance before the committee, the first case was argued 
in September 1951. By the end of fiscal year 1952, a total of 992 cases 
had been docketed in the clerk’s office. The number of cases increased 
during fiscal year 1953 so that, at the end of the fiscal year, 2,194 
cases had been received, for a total of 3,186. Based on the number of 
courts-martial held throughout the world, original estimates indicated 
an average intake of about 200 cases per month, which average has 
leveled off to about 180 per month. This is demonstrated by the 
number of cases filed during the first 6 months of fiscal year 1953, 
namely, a total of 1,080, as compared with a total of 1,046 during the 
same period for fiscal year 1954. 
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The court has explored new frontiers in the field of military law. 
Its purpose is to do justice to the individual serviceman and to 
formulate legal principles to assist officers in the field in their efforts 
to apply the new code with maximum effectiveness. 

On December 31, 1953, the court had published 426 written opinions. 
Over and above the disposition of individual cases, the benefits arising 
from these decisions as they are disseminated to all commands through- 
out the world, can hardly be overestimated. They serve as guideposts 
to the orderly conduct of trials, and to the sound administration of 
military justice. Beginning with fiscal year 1954, these official deci- 
sions are published in a series of reports, and will be the highest: judicial 
precedents in the field of military law. 

The court has grown in knowledge and stature. The funds requested 
for fiscal year 1955 are necessary to insure continued efficient operation 
and proper discharge of the court’s responsibilities. 

Mr. Scrivner. Should there not be a considerable tapering off now, 
with the shooting war in Korea ended? 

Judge Quinn. Well it appeared, Congressman, that for the time 
being there was a small falling oft, but, as a matter of fact, in the last 
3 weeks the workload is just as heavy as ever. It is running now at 
a rate of about 200 cases a month. 

Mr. Scrivner. I have not had an opportunity to go into this sub- 
ject as deeply as I might, if more time were available, but it seems to 
me that the original purpose of the law has been lost; namely, it was 
to simplify procedure and yet give military men a better type of justice 
than had prevailed in the past. It seems instead of becoming simpler 
it is becoming more complex all the time. I expect probably with 
every decision you folks render it adds to its complexity rather than 
simplifying it. 

Can we not get this down on a simpler basis, so that these things 
can be expedited much more rapidly than they have been? 

Judge Quinn. We are certainly doing everything within our power 
to expedite them, Congressman. We certainly could not do any 
more than what we have done. 

Mr. Scrivner. I have talked with quite a few people who have had 
very close contact with it, and they are just not too happy about the 
way it is working. Maybe we will have to change the substantive 
law; I do not know. 

What would call for the increase of $20,000 in appropriations this 
year? 

PERSONNEL 


Judge Quinn. We would be leveling off at 45 employees instead 
of 43. The originally projected number was 50. We had to borrow 
a couple of employees last year from the Department of Defense. 
Mr. Scrivner. Are you borrowing military men from the Depart- 
ment of Defense? 
Judge Quinn. We do not have any military employees, Congressman. 
Mr. Scrivner. That is not what I asked. I asked if you borrowed 
any military from the Department of Defense. 
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Judge Quinn. No, sir; none. We did utilize the services of two 
civilian clerical employees for a short time last year. 

Mr. Scrivner. That is all. 

Mr. WieGLteswortH. You plan to have two more actually on the 
rolls, but the authorization is coming down? 

Judge Quinn. That is right. 

Mr. Wiaa.ieswortn. In other words, you will have a full comple- 
ment of 45 people rather than an authorization for 47 and 4 vacancies? 

Judge Quinn. Yes, sir; that is correct. 

Mr. Wicc.ieswortH. You say that you have completed action on 
94 percent of the cases filed with the court? 

Judge Quinn. Yes, sir. 


OBLIGATIONS AND EXPENDITURES 


Mr. WiaeLteswortH. What are the obligations and expenditures as 
of December 31? 

Mr. Wyure. The obligations are $148,738, and the expenditures are 
$118,683, as of December 31, 1953. 

Mr. Mr. Ostertag? 

Mr. OsrertaG. No questions. 

Mr. Mr. Mahon? 

Mr. Manon. The hearing has been very interesting, Mr. Chairman. 

Mr. Mr. Sheppard? 

Mr. SHepparp. There is one comment [I would like to make, and 
I would like to address it to you, sir. 

I have had occasion on, as I recall it, some six different times in the 
interval since your last appearance to contact your office, and I want 
to express my compliments on the manner in which the service was 
rendered. It was not tomorrow, the next day or next week, but we 
got an immediate response not only from the time it came in on the 
telephone but until it was terminated. I very much appreciate that, 
sir. 

Judge Quinn. Thank you very much, Congressman. 

Mr. Suepparp. [t was very helpful. Your organization is certainly 
onfits toes down there. 

Judge Quinn. Thank you. 

Mr. Scrivner. Off the record. 

(Discussion off the record.) 


PURPOSE AND SCOPE OF COURT 


Mr. Wicateswortu. Without objection we will include in the 
record at this point pages 5, 6 and 7 of Tab 9 of the justifications. 
(The information follows:) 


JUSTIFICATION OF Estimates, Fiscan Year 1955 
PART I. PURPOSE AND SCOPE OF WORK 


The Uniform Code of Military Justice, which became effective in May 1951, 
added an entirely new concept to military courts-martial procedure. One of the 
most important reforms brought about by the code was the creation of the 
United States Court of Military Appeals—a civilian “supreme court’ to act as 
the court of last resort in all courts-martial convictions of a serious nature. 
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Judicially independent, although it operates as a part of the Department of 
Defense tor administrative purposes, the Court of Military Appeals is called 
upon to exercise jurisdiction as to questions of law in all cases: 

(1) Affecting a general or flag officer, or extending to death; 

(2) Certified to the court by the Judge Advocates General of the armed services, 
and by the General Counsel of the Treasury Department, acting for the Coast 
Guard; and, 

(3) Petitioned by accused who have received a sentence of a year or more 
confinement, and/or a disciptinary discharge. 

In these cases, the decisions of the court are final—there is no further direct 
review. 

In addition, the court, consisting of a Chief Judge and two Associate Judges, 
is required by law to work jointly with the Judge Advocates General of the 
armed services and to report annually to the Congress on the progress of the 
military justice system under the new code, and to recommend improvements 
therein wherever necessary. 


PART II, JUSTIFICATION OF FUNDS REQUESTED 


The Court of Military Appeals has been in operation for 2 years, having held 
its first session on September 7, 1951. During the first year the court concerned 
itself with the development and establishment of an administrative organization. 
By the end of fiscal year 1952, a total of 992 cases had been docketed and the 
personnel strength of the court, including the 3 judges, consisted of 32 employees. 

The move of the court on October 31, 1952, from its temporary limited space 
in the Internal Revenue Building to the United States Court of Military Appeals 
Building at 5th and E Streets NW.—formerly occupied by the United States 
Court of Appeals for the District of Columbia-—made it possible to recruit addi- 
tional staff personnel within the allotted appropriation for fiscal year 1953 to 
process the increasing workload of 2,194 new cases. 

With adequate quarters, including a library, the court entered fiscal year 1954 
with a staff of 43 employees. In the first 6 months of this fiscal year, 1,080 
cases were received—an average of 180 cases per month. In the light of these 
figures, it is estimated that approximately 2,200 cases will be docketed in fiscal 
year 1954—with a like approximation prevailing for fiscal year 1955. 

The court, faced with the task of establishing new frontiers in the field of 
military law, not only in assuring that justice be done to the individual serviceman 
but in enunciating legal principles to assist officers in the field in their efforts of 
applying the new code with a maximum effectiveness, has, as of December 31, 
1953, tendered 426 written opinions. 

Over and above the disposition of individual cases, the benefits resulting from 
these opinions, as they are disseminated to all commands throughout the world, 
do not lend themselves to a statistical evaluation. They serve as guideposts to 
the orderly conduct of trials and to the sound administration of military justice. 

Funds requested for the fiscal year 1955 will provide for 45 full-time positions. 
The increase in the amounts requested for fiscal year 1955 over the amounts 
appropriated for the current year will provide for the personnel at the full annual 
rate. Increases in other objects of expense provide additional funds for printing 
a of the court and funds for the replacement of equipment in the court 

uilding. 

At the present time the court has completed action in 94 percent of the cases 
filed, and it is expected that a current status will be attained during the fiscal 
year 1954. The funds provided in these estimates are the minimum amounts 
which are considered necessary to insure the continued efficient operation of the 
court, taking into consideration the current and projected caseload and the 
responsibilities of the court in the field of military justice. 


Mr. Wiaccieswortn. Thank you, Judge. 
The committee will stand adjourned subject to the call of the Chair. 


Turspay, Marcu 30, 1954. 
LANGUAGE CHANGES 


WITNESSES 


LYLE 8S. GARLOCK, DEPUTY COMPTROLLER, DEPARTMENT OF 
DEFENSE 

MAURICE H. LANMAN Jr., ASSISTANT GENERAL COUNSEL (FISCAL 
MATTERS) DEPARTMENT OF DEFENSE 

HON. H. LEE WHITE, ASSISTANT SECRETARY OF THE AIR FORCE, 
DEPARTMENT OF THE AIR FORCE 

BRIG. GEN. A. T. MCNAMARA, ASSISTANT CHIEF OF STAFF G-4, 
DEPARTMENT OF THE ARMY 

REAR ADM. IRA H. NUNN, USN, JUDGE ADVOCATE GENERAL OF 
THE NAVY 

MAJ. GEN. MANUEL J. ASENSIO, DIRECTOR OF THE BUDGET, DCS, 
COMPTROLLER 

REAR ADM. E. W. CLEXTON, ASSISTANT COMPTROLLER, DIRECTOR 
OF BUDGET AND REPORTS, DEPARTMENT OF THE NAVY 


GENERAL PROVISIONS 


Mr. WiaGLteswortn. The committee will come to order. 
We will take up this morning the general provisions which commence 
on page 279 of the committee print. 
Sections 701, 702, and 703 seem to be submitted without change. 
= are in exactly the same form as heretofore? 
r 


. Lanman. That is right. 

Mr. WiaG.Lesworrtn. Sections formerly numbered 604, 605, and 
606 are all suggested for deletion, as I understand it, on the basis that 
the word “hereafter” appearing in each of those sections as adopted a 
year ago, makes them permanent law. 

Mr./Lanman. That is right. 


Section 705—ExXAMINATION OF EsTIMATES 


Mr. WicGLeswortn. Section 704 is apparently unchanged. 

In respect to section 705 it is suggested that the language in respect 
to examination of estimates of appropriations and Department of 
Defense activities in the field and the use of such appropriations for 
such purpose shall be subject only to regulation by the standing com- 
mittee concerned, be deleted on the ground that it is covered in the 
Supplemental Appropriation Act of 1954, Public Law 207, 83d 
Congress, and made permanent? 

Mr. Lanman. Yes. 


INSTRUCTION AND TRAINING OF CIVILIAN PERSONNEL 


Mr. Wiaeteswortu. Let me ask you about that section. It pro- 
vides that appropriations contained in this act shall be available, 
among other things, for the “instruction and training, including tui- 
tion, specifically approved by the Secretary of the department con- 
cerned, and not otherwise provided for, of civilian employees, and for 
communication and other services and supplies that may be necessary 
to carry out the purposes of this act.”’ 

That is pretty broad language in both instances, is it not? 
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Why do we carry this general language in addition to specific items 
elsewhere in the bill? 

Mr. Lanman. With respect to the training of civilian employees, 
this is the only authority, and by its terms it limits it to specific ap- 
proval of the head of the department concerned. 

Mr. Wiceieswortx. Do you mean that all the other items relate 
only to military personnel? 

Mr. LanMAN. Yes. 

Mr. WiccieswortH. To what extent is this authority to be utilized 
in 1954, for instance? 

Mr. Lanman. I do not have that information here. There is a 
quarterly report made on the utilization of that training of civilians, 
sir, and we can make that available. 

Mr. Wieciesworrn. I wish that you would make it available for 
the committee before we mark up this bill. Give us some kind of 
statement that will show us how many people have been covered by 
this provision, and where the instruction has been given, and the cost, 
so that we can have an overall picture. 

Mr. Lanman. Yes. 

(The information requested is as follows:) 


NovEMBER 23, 1953. 
Hon. Stytes Bripass, 
Chairman, Committee on Appropriations, 
United States Senate. 

Dear Senator Bripces: The report of your committee on the Department of 
Defense Appropriations Act, 1954, with reference to section 608 of that act states: 
“The committee expects the Secretary of Defense to advise it at quarterly intervals 
concerning the number of personnel trained pursuant to this section and the cost 
and nature of such training.” 

The nature of the training conducted pursuant to section 608 falls into four 
general categories, as follows: 

Engineering and scientific training: Training given to professional personnel 
such as aeronautical engineers, ordnance engineers, naval architects, electronic 
engineers, chemical engineers, physicists, and meteorologists in engineering and 
scientific subjects related to their duties. Typical subjects in which such training 
is given are: Thermodynamics and nonequilibrium systems, infrared spectroscopy, 
cybernetics, photoelasticity, transitors, digital computers, pulse circuits, dynamics, 
advanced servomechanisms, advanced structural mechanics, systems engineering, 
and operations research. 

Technical training: Training given to technical personnel in specialized skills 
and in specific maintenance and operating problems. Typical subjects in which 
such training is given are: Radioisotope techniques, liquid propellants, quality 
control inspection, fire fighting, patternmaking, refrigeration and air conditioning, 
packaging, and corrosion control. 

Factory training: Training of maintenance, operating, and instructor personnel 
of the department furnished by industrial organizations, for the sole purpose of 
furnishing instruction and training on equipment furnished by the particular 
industrial organization under a supply contract. Typical examples are: The 
training given employees of the Air Force in the maintenance of the F—86 by the 
North American Aviation Corp.; in the service, maintenance, and overhaul of the 
LR63-—AJ-—1 rocket engine by the Aerojet Engineering Corp.; in the installation 
maintenance, and operation of the K47 and K48 aerial cameras by the Fairchil 
Camera Corp.: and in the overhaul and maintenance of the loran trainer by the 
Rust Industrial Corp. 

Industrial and business management training: Training ‘of officials responsible 
for planning, organizing, and controlling work in such subjects as organizational 
planning, production planning, work simplification, methods engineering, advanced 
industrial management, manpower management and in other management tech- 
niques. 
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The costs and number of personnel in the Department of Defense for whom 
training has been approved in each of the four categories during the first quarter 
of the fiscal year 1954 are as follows: 


Number of 
personne! for 
| whom training| Total obliga- 
| was approved tions 
| during the Ist 
| quarter of 1954 


Nature of training 


Engineering and scientific $281, 371. 06 
Technical - 662 206, 136. 03 
Factory 275, 424. 87 
Industrial and business management E 516 87,337.51 


The above figures represent the total amounts of moneys obligated during the 
quarter for training the number of persons indicated, including costs of tuition, 
travel, and per diem expenses. The actual training involved and payment of the 
funds obligated will extend over varying periods depending upon the nature and 
length of the various training agreements. 

The training outlined above is authorized by the Secretaries of the military 
departments upon recommendation of the installation and command or bureau 
involved when such training is needed to make available the skills and knowledge 
required by the departments, when it is more economical and practical to develop 
present employees than to hire others, and when it is demonstrated that the train- 
ing needs cannot be met adequately and economically without the use of outside 
training facilities. 

The training involved is conducted primarily by leading universities or by pri- 
vate corporations who have manufactured the equipment on which the training 
is being given. The greatest bulk of this training arises out of the shortage of 
highly skilled technical and engineering personnel, the need to keep skilled 
scientific personnel abreast of new scientific developments related to their work, 
and the need to train operating and maintenance personnel in the use and mainte- 
nance of the new or radically redesigned equipment resulting from technological 
advances. 

If additional information is desired, we shall be pleased to furnish it. 

Sincerely yours, 
Joun A. Hannan. 


AssIsTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., February 17, 1954. 
Hon. Sryies BRIDGEs, 
Chairman, Committee on Appropriations, 
United States Senate. 

Dear Senaror Brivces: The report of vour Committee on the Department of 
Defense Appropriations Act, 1954, with reference to section 608 of that act 
states: ‘The committee expects the Secretary of Defense to advise it at quarterly 
intervals concerning the number of personnel trained pursuant to this section and 
the cost and nature of such training.” ‘ 

On November 23, 1953, I furnished you the requested report for the first 
quarter of the fiscal year 1954. The following is the report for the second quarter: 


Number of 
personne] for 
whom training | Total obliga- 
was approved | tions 
| during the 2d 
quarter of 1954 


Nature of training 


Engineering and scientific $50, 081. 30 
Technical . 35 | 156, 086. 76 


Industrial and business management --_._..............-------.-.------| 212 | 17, 842. 73 
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The above figures represent the total amounts of moneys obligated during the 
quarter for training the number of persons indicated, including costs of tuition, 
travel and per diem expenses. The actual training involved and payment of 
the funds obligated will extend over varying periods depending upon the nature 
and length of the various training agreements. 

My letter of November 23, 1953, contains a description of the nature of the 
training involved in each of the four broad categories outlined above and the 
circumstances under which such training is authorized. 

Sincerely vours, 


Joun A, Hannan. 
COMMUNICATIONS AND OTHER SERVICES AND SUPPLIES 


Mr. WiceLteswortn. What about communications and other serv- 
ices and supplies? ; 

Mr. Lanman. That language has been carried in the priation 
acts for years, and to the best of my knowledge and belief, it. is only 
used under the most emergent circumstances. I cannot recall the 
last time that it was used. It seems to me there was an instance 
where the Army used it in connection with notifying or furnishing 
information to relatives and mothers of deceased personnel whose 
bodies were being brought back on a ship. There was a change in 
the docking schedule and it was necessary for compassionate reasons 
to get them back to their homes, or stop them where they were. It 
was a pretty serious emergency considering all the circumstances. 
To the best of my knowledge and belief, that is the only basis for 
justifying the language in the appropriation—for use in such unusual 
and emergent circumstances. 

Mr. Wiace.eswortu. Are there any questions on section 705? The 
section formerly numbered 609 is suggested for deletion because that 
is regarding as having become permanent in view of the word “here- 
after.” Is that right? 

Mr. LanMANn. That is right. 

Mr. Wia@Leswortn. Section 706, reflects no change. 

Mr. Lanman. That is right. 

Mr. Wieeiesworta. The section formerly numbered 611 is an- 
other case of permanent law as the result of the word “hereafter’’? 

Mr. Lanman. That is right. 

Mr. Wiee.eswortn. Paragraph 707 reflects, no change? 

Mr. Lanman. No change. 


Minor Construction (Src. 707) 


_Mr. Section 707 provides, ‘Appropriations avail- 
able to the Department of Defense for the current fiscal year for 
construction or maintenance shall be available for minor construction 
(except family quarters), conversion of and extensions to existing 
structures, and improvements, at facilities of the department con- 
cerned, 

To what extent has that authority been utilized? 

Mr. Gartock. That has been approved over the past several years. 

Mr. Wieaiteswortu. To what extent has it been utilized? 

Admiral CLexton. The Navy has in 1953 used about $4 million 
for the item between $50,000 and $200,000. Those are the ones 
approved by the Secretary of Defense. 


461 


We used about $16 million for the items from $25,000 to $50,000 
that were approved by the Secretary of the Navy. 

Now, this amount of money, $4 million for the larger project and 
$16 million for the smaller project, is out of appropriations that total 
about $4 billion, so that you can see we are talking about a tenth of 1 
percent. 

Mr. Gartock. In each case projects are relatively small, or of an 
emergent nature. 

Mr. WiGcGLesworts. How about the other departments? 

General Carter. I do not have the exact figures here with me. 
However, the Army has used very little of this above $50,000 with the 
approval of the Secretary of Defense. I can supply those figures for 
the record. 

We have, however, used sizable amounts of funds between $50,000, 
$25,000, and below $25,000 in particular for minor new construction. 
It is a very valuable section in the bill for operational reasons. It is 
very carefully controlled due to the administrative approval authority. 

Mr. WicGLeswortu. Please furnish the overall figures for the 
record in both categories. 

General Carrer. Yes. 

(The information requested is as follows:) 


DEPARTMENT OF THE ARMY 


Projects totaling approximately $5 million were processed in fiscal year 1953 
by the Army under the provisions of section 707. Of this amount, projects total- 
ing approximately $1 million were approved by the Secretary of Defense. 

Mr. Wiaeieswortu. How about the Air Force? 

General Asensto. With respect to the Air Force, the figures will 
be furnished for the record. 

The situation is that we have here an opportunity to perform certain 
urgent projects without which we would be pretty much stymied. 

he authority is granted relatively sparingly, as Admiral Clexton 

has pointed out for the Navy, but it is a very valuable tool to enable 
us to keep up our operations, and it gives us a flexibility that is quite 
necessary. 
(The information requested is as follows:) 


Amounts obligated for minor construction 


[In thousands of dollars} 


Estimate, Estimate, 
fiscal year fiscal year 
1954 1955 


Actual, fiseal 
year 1953 


Mr. Gartock. You will recall the committee made changes in the 
section last year requiring the Secretary of the military department 
to approve projects over $25,000 and up to $50,000 and providing that 
only 1 allotment could be made for each project. We find that has 
been easily administered, and if there were any abuses of this in the 
past I believe they have been eliminated. 
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Mr. Scrivner. Mr. Garlock, you mentioned abuses. We have seen 
in times past where under the guise of major repairs and minor con- 
struction eventually some of these projects grew into pretty large 
building projects by piecemeal increments. 

Has the language in last year’s bill, which requires the approval 
of the Secretary of Defense, or either one of the military departments, 
served to stop that practice? 

Mr. Gartock. I believe it has, Mr. Scrivner. The committee 
brought the subject up, and brought it forcefully to our attention. 
The people at the department level who have to handle it, and the 
responsible officials in the field, have been made cognizant of the fact 
we were not to build a building in 2 or 3 increments just to do it under 
this provision. It either went into the public works program or it 
did not get done, if it was that kind. 

Mr. WicGLeswortu. Section 708 is submitted apparently without 
change. 

Mr. Lanman. That is right. 


Epucation oF (Src. 709) 


Mr. WicGLeswortnH. Section 709 is submitted without change, 
except the ceiling on the average cost of education of dependents has 
been increased from $225 to $250 apparently to enable meeting higher 
costs of operating schools in foreign countries at acceptable standards. 

Mr. Garvock. On this i provision, for a number of years 
we have had the $225 average, and we have found we consider the 
reasonable cost of operating in these schools is greater than that. 
Mr. White, who is here as the Department of Defense representative, 
and in Dr. Hannah's absence, has a statement that he would like to 
make on behalf of the Department on this section. 

Mr. Wurre. Prior to fiscal year 1953, funds for the education of 
dependents were appropriated without specific limitations on the 
average cost per pupil. The fiscal year 1953 Appropriation Act 
contained authorization for moneys which averaged $225 per pupil. 
The Department of the Army computed the actual cost of this 
program for fiscal year 1953 and determined that it was necessary to 
utilize from other than appropriated funds an average of $21 per 
pupil. Consequently, in the hearings before your committee relative 
to 1954 budget, it was requested that the $225 limitation per pupil 
be raised to $250. Despite this recommendation the 1954 Appro- 
priation Act again contained the limitation of $225 per pupil. In 
section 609 of the proposed budget for fiscal year 1955, authorization 
per pupil of $250 is again requested. As previously stated in each 2 

receding years, it has been necessary to augment the appropriated 
unds. a order to provide dependents of our service personnel 
with the minimum educational standards at the lowest possible average 
cost per pupil, each of the military departments have been requested 
to take the following actions: ’ 

1. Wherever possible consolidate small schools so as to reduce 
overhead expenses. 

2. Where circumstances permit, give greater consideration to the 
number of school-age dependents when assigning personnel to areas 
that have high operating cost in the furnishing of dependent schooling. 
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If our request for an increased authorization for dependent schooling 
is not granted and the above steps do not materially reduce the cost 
of schooling it will again be necessary to call upon the private resources 
of military personnel in order to provide school-age dependents with 
the opportunity of receiving the essential minimum educational 
facilities which should be their right as American citizens. An 
authorization of $225 per pupil will not only result in another reduction 
in the compensation of military personnel or of a lessening in their 
fringe benefits, but will probably have a long-range effect upon the 
potential capabilities of these children who must, through no choice 
of their parents, receive minimum educational training in the farflung 
corners of the world. 

Mr. WiaGLeswortuH. This $21 per pupil came from funds other than 
appropriated funds? 

Mr. Wuire. Yes. 

Mr. WiacGiesworrtu. Is not this section applicable to all three 
branches of the services? 

Mr. Wuire. It is, sir. 

Mr. WiaGLesworrH. You speak in terms of the Army’s difficulties. 

Mr. Wuire. The difficulties are the same for all three services, but 
it happened the Army kept a record of the costs to the individual. 
The Army was the only one of the services at the time that kept a 
record of what the actual costs to their personnel were. 

Mr. WiaGiteswortH. That was back in 1952? 

Mr. Wuire. Yes. It was the fiseal year 1953. 

Mr. WiaGLeswortn. Is any experience data available more re- 
cently from any one of the services? 

Mr. Garuock. | cannot give the exact figures on the cost to ap- 
propriated funds, but they averaged a little less than $225 from 
appropriated funds. We administered the average and balanced it 
out among the services. One of them has an overall worldwide 
average of about $240, and the others are just about $200. It is a 
few dollars one way or the other. 

The big problem we get into in the operation of these schools is 
the small schools they have to operate where the cost per pupil runs 
up no matter how well you administer them, and the other is the areas 
that we discussed with the committee last year where there are not 
enough pupils under any consideration to operate a school, and where 
the children go into the only schools available—rather high-priced 
private schools. 

Mr. Mituer. Mr. Garlock, did not the Army testify before our 
panel they had used last year about $213 of appropriated funds. 
Why did not they use all they had if this thing was so bad? 

Mr. Gartock. The limitation runs to the three services collectively. 
What we do is to sit down with them and divide up a limitation so 
that collectively they get $225 from the Department of Defense as a 
whole. I do not recall the exact figures the Army happened to get, 
but the same class of schools get the same amount, and in a given 
area it does not make any difference whether you are Army, Navy, 
Air Force, or Marines, your allowance for schools is exactly the same. 
That might mean if one service happened to have a concentration of 
students in the lower-cost areas they would not get $225, but someone 
else would get more than $225 in a high-cost area. 
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Mr. Miturr. Why should we appropriate more if they did not use 
what they had? 

Mr. Gartock. It is the limitation. 

Mr. Whose limitation? 

Mr. Gartock. The limitation right in here of $225 average, world- 
wide, outside the United States. 

Mr. Miter. So the Army gets $213, and you still want $250? 

Mr. Garuock. We are talking about the limitation on how much 
we can spend on an average. We are not talking about a request for 
an appropriation. 

Mr. Mier. Even so, if you do not use the amount that is already 
provided by law, why do you want to raise the ante? 

Mr. Gariock. We do use all that is allowed by the law, the $225 
is worldwide average, for all three services. 

Mr. Wuire. In other words, one might have a $237 average and 
the other might have $213, and that would come out at $225, and still 
the one that has $237 would still be short because their actual costs 
might be $250, or $260. 

Mr. Gariock. What we do is to get the school population, world- 
wide, tabulated out and say this many will be at Government-operated 
schools; this is the price for this area; this is the price for the next area, 
and these are the amounts we can allow in the private schools. 

Now, if any one service happens to have a high concentration of 
people in a given low-cost’area; in other words, in any area where we 
can opearte large schools, we can get under the $225. It is where we 
have to operate the small ones, or send them to private schools, that 
we exceed the $225. 

Mr. Suepparp. Is not this the fact, you lose the entity of the stu- 
dent because you put him in a total pool instead of leaving him in the 
oat of the Army as one, the Navy as the other, and the Air Force as 
a third? 

Mr. Gariock. Yes. We had it that way once. The program was 
that on a given post the Army would be receiving one allowance, the 
Navy another, and the Air Force another. That was decidedly un- 
satisfactory. 

Mr. Scrivner. Mr. White, you say each military department has 
been requested. By whom was the request made? 

Mr. Warre. Dr. Hannah’s office. 

Mr. Scrivner. When was the request made? 

Mr. Wurre. I do not know. 

Mr. Garuock. Last summer after the bill passed. 

Mr. Scrivner. What has been the result? 

Mr. Gartock. I cannot give you specific examples. They were 
told to take it into consideration in the selection of personnel. 

Mr. Scrivner. Have they done it? 

Mr. Gartock. They have done it, but whether it is resulting in any 
change of assignment or not, we just cannot tell because of many 
factors that are involved in the selection of personnel. 

Mr. Scrivner. To what extent has it been done? This, of course 
was discussed in the Air Force, and we found that there were several 
places where the cost of schooling ran up almost three times the 
average. It seeined rather reasonable in making assignments of 
military personnel that instead of just picking a number out of the 
files, it would be better to check over the man’s file and see whether he 
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has a small or a large number of dependents before he goes into one of 
these high-cost areas. The Air Force said that they had not had time 
cna to know whether or not that would have any effect. Is that 
right? 

Asensio. That is right. 

Mr. Scrivner. Because many of the assignments have already been 
made and they have not yet expired. 

General Asrensio. It was brought out, so far as the Air Force is 
concerned, that in the military attaché area we expect to operate it on 
an attrition basis, but so far we have not had the results. 

Mr. Scrivner. In what areas are these small schools to which you 
refer, where the cost per pupil is so high? 

Mr. Gartock. The small schools are in Germany, France and the 
the Far East, where we have some of the smaller military establish- 
ments. You get down as low as: 18 students in a few schools. 

Mr. Scrivner. It would not be such a terrific job, would it, to 
screen these assignments more carefully and determine whether you 
are going to send some of these military men who have large families? 

r. Gartock. It would not mean necessarily a family with eight 
dependents could not go overseas. 

Mr. Scrivner. Not necessarily. I made a trip to Europe along 
with Mr. Miller last year on a military transport and we found 
mothers on the ship with all the way from 4 to 6 children, and 1 
moter with 7 children, with indications that there would be some 
others. 

It just seems to me that a little more judgment could be used in 
the assignment of military personnel to foreign countries. 

Mr. Gartock. For example, in a country where we have one 
fairly sizable post and a number of smaller ones, the only way you 
could avoid the smaller schools would be to say that no one with 
dependent children would be assigned to those posts. That, I am 
sure, would run into complications in the selection of personnel for 
military jobs. 

Mr. Scrivner. You might need a sergeant or major with partic- 
ular qualifications and that would create a little work, yes, but it 
would certainly obviate a lot of the headaches. 

Mr. Wauire. I think that we are trying it. What you do when 
you make an assignment, you look for qualifications first because you 
want to make sure. 

Mr. Scrivner. There is no argument about that. 

Mr. Wuire. Then within the group that qualify, you can examine 
on the basis of the number of children that are in there. I think that 
at least we in the Air Force are doing it, and I am sure that the other 
services are, but I think the important thing about this is while we 
are trying to correct this situation, the person that is being hurt is not 
the Air Force, the Navy, or the Army, but it is the officer, or enlisted 
man who has to pay out of his own pocket to make up the differential. 
I talked to a few officers who have small families, 1 or 2, and who 
are assigned abroad. In most every case they told me there is a 
differential that they have to pay, particularly in the Air Force, 
out of their own pockets for the education of their children. They 
did not pick the assignment. One of the officers was sent to a place 
that he did not want to go to. He was one of a very small group of 
people who were qualified for this assignment. 
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Mr. Sikes. However, it also is true that he does not pay taxes for 
school operation. If he were a private citizen in this country he 
would pay taxes for his children’s schooling. 

Mr. Garuock. That may be so. I think that our understanding 
has been with the military that where we assign them with dependents 
and where there are no other schools, we will provide the schools. 

Mr. Sixes. I agree with Mr. Scrivner, that you could, by exercising 
a little care in selection, materially cut the bill to the United States 
Government. I do not think there are enough people who are 
interested in that. 

Mr. Mitusr. According to our hearings, the Army average for the 
past year was $213.59 from appropriated funds. The Navy, I believe, 
is $221. What is the average cost for the Air Force? 

General Asmnsio. It was $237 a year ago. I do not know what it 
is at the present time. 

Mr. Garuock. Where did you get the figures? 

Mr. Mituer. Colonel Mouk appeared before the Army panel some 
days ago; I think March 11. 


TOTAL COST OF EDUCATION OF DEPENDENTS OVERSEAS 


Mr. WicGteswortu. Can you give us the total cost in 1954 and 
1953, and the total number of pupils in both years? You do not have 
that with you? 

Mr. Gartock. I do not have the information with me but will 
furnish it to the committee. 

Mr. Wiaeieswortu. Please furnish for the record both figures for 
1954 and 1953? 

Mr. Garuock. Yes. 

(The information requested is as follows:) 
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Mr. WicG.Lesworrtu. Section 710, reflects no change. 
Mr. Lanman. No change. 


Business (Sec. 711) 


Mr. WiaGLesworrn. Section 711, reflects no change? 

Mr. Lanman. No change. 

Mr. WieeteswortnH. That is the small-business section. 

The section formerly numbered 617 is submitted for deletion 
because the word “hereafter”? makes it permanent law? 

Mr. Lanman. That is right. 

Mr. Srixus. Before we leave 711, do you not think we might ask 
for some information about what is being done to carry out the pur- 
poses of that paragraph? 

Mr. Wiae.eswortn. I think that would be very helpful. 

Mr. Garuock. I believe that Mr. Thomas discussed that briefly 
with the committee when he was up here. I will be glad for him to 
provide a further statement for the committee. The operation of 
this section comes under his area of operation in the Department, in 
the supply and logistics picture. 

Mr. Stxes. If he wants to prepare a statement which gives us 
more complete information, that will be satisfactory as far as I am 
concerned. 

Mr. Wiacieswortn. Will you have that done, please, Mr. Garlock? 

Mr. Gartock. Yes, sir. (The information requested is as follows:) 


SMALL-BUSINESS SECTION OF DEPARTMENT OF DEFENSE APPROPRIATIONS ACT 


In order to carry out the purposes of the small-business section of the Defense 
Appropriations Act information with respect to proposed procurements in excess 
of $10,000 is teletyped daily from all military purchasing offices to the Chicago 
office of the Department of Commerce for publication in the daily Synopsis of 
Proposed Procurement and Contract Awards Information. Manufacturers and 
suppliers may subscribe to this publication for $7 per year. In addition, infor- 
mation copies are available through some 3,500 outlets in the United States, such 
as chambers of commerce, banks, trade associations, etc. 

Military purchasing offices also furnish the Department of Commerce with 
information concerning awards of unclassified contracts in excess of $25,000. 
Small business concerns are thus able to obtain information with respect to mili- 
tary prime contractors and thereby apply for subcontracting work. 

Up-to-date listings of qualified suppliers are maintained in all purchasing 
offices of the Department of Defense. Small concerns are encouraged to qualify 
as bidders for those items they are capable of manufacturing. 


Mr. WiaGieswortn. Section 712 is apparently submitted without 
change. 


AVAILABILITY OF FuNDs FoR ExpENDITURE (SEc. 713) 


ae is also true of section 713. Do we really need that section at 
all? 

Mr. Lanman. One of the problems is that the Army and Air Force 
authorization act of 1949 provides that procurement and research 
and development funds of Army, Navy, and the Air Force shall be 
available until expended unless otherwise provided by the appropria- 
tion act concerned. Unless a contrary provision is placed in the 
appropriation act, all such procurement, or research and develop- 
ment funds, would automatically ‘become available until expended. 
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This might create doubt as to the appropriations involved, since they 
are included in lump-sum appropriations. 

This section overcomes the wording of the authorization act and 
requires specific wording in the appropriation itself to make it con- 
tinuously available. 

Mr. WieGteswortH. The section numbered 714 is submitted 
without change. 

The section formerly numbered 621 goes out, having become 
permanent law as the result of the word “hereafter.’’ 

It permits the Army and the Air Force the same accounting prac- 
tices the Navy has with respect to certain appropriations. 


SALE oF Scrap or Mareriats (Sec. 715) 


Section 715 refers to accounting for proceeds from scrap, or salvage 
material, and apparently raises ‘the ceiling of amounts to be received 
which are available for expenses of transportation, demilitarization, 
and other preparation for sule or salvage from $10 million to $25 
million. 

Mr. Sixes. Why is that increase necessary? 

Mr. Gartock. We have Assistant Chief of Staff, G—4, Chief of 
the Supply Division of the Army, to speak on that, Gen. A. T. 
McNamara. He is speaking for the Department as a whole in his 
statement. 

The problem that we get into is the $10 million that was formerly 
available for each of the military departments does not appear to be 
adequate to cover at least one of the programs next year. 

Mr. Srxes. As I understand it this request is now to be for $25 
million for each department; in other words, a total of $75 million 
rather than $30 million? 

Mr. Gartock. If you will hold that question until after you have 
heard General McNamara’s statement, I think that your question 
will be answered. 

General McNamara. Mr. Chairman, funds requested by the De- 
partment of Defense under section 715 of the General Provisions of 
the President’s budget for fiscal year 1955 are for the purpose of 
defraying the expenses of transportation, demilitarization, and other 
preparation for sale or salvage of military supplies, equipment and 
material. 

I will explain the necessity for the $25 million required in order to 
carry out the demilitarization operations. Demilitarization is the 
rendering of arms, ammunition, and implements of war ineffectual 
for military use prior to their disposal by sale to commercial activities. 
Arms, ammunition, and implements of war are generally demilitarized 
by Government employees. However, when practical, combat 
materiel is sold with a contract warranty stating that title will pass 
when the purchaser has demilitarized the property. When feasible, 
demilitarization is accomplished by private contract prior to its sale 
as scrap. Feasibility is largely determined by the quantities of prop- 
erty available for demilitarization, and is further determined by site 
locations where security measures are required. 


470 


Funds requested in this estimate pay for civilian personnel, trans- 
portation, and contractual services incident to making ammunition 
and combat materiel safe for sale to civilian dealers, transfer to the 
national stockpile, or disposition by abandonment or destruction. 

In fiscal year 1955 the Army plans to demilitarize 568,000 tons of 
ammunition and 745,250 tons of combat materiel, at an average cost 
of $19.04 per ton. Comparable figures for fiscal year 1954 indicate 
that 225,000 tons of ammunition and 300,000 tons of combat materiel, 
at an average cost of $19.04 per ton, will ‘be demilitarized. For fiscal 
year 1953, 150,000 tons of ammunition and 140,000 tons of combat 
materiel, at an average cost of $29.47 per ton, were demilitarized. 
Thus, you will see that our unit costs show a decrease since fiscal year 
1953. 

I will endeavor to answer any questions the committee might 
desire relating to the Army requirements. 


NAVY AND AIR FORCE REQUIREMENTS 


I request that these statements concerning the Navy and the Air 
Force requirements be inserted in the record. Representatives of 
pe departments are available for questioning if the committee 

esires. 

Mr. Wiac.ieswortH. Without objection, they will be inserted in 
the record at this point. 

(The statements referred to are as follows:) 


STATEMENT OF NAVY REQUIREMENTS UNDER SECTION 715 Berore SUBCOMMITTEE 
ON ARMED Services, Houst CoMMITTEE ON APPROPRIATIONS, BY COMDR. 
Roserr A. WILLIAMs, Suppiy Corps, Unrrep States Navy, Comprrouier, 
BureAU OF SUPPLIES AND Accounts’ 


Mr. Chairman and members of the committee, the Navy requirements under 
section 715 amount to $9,300,000. A breakdown of this total is as follows: 


Scrap handling and recovery equipment_-_...------------------- 500, 000 
Cost of selling scrap and 1, 300, 000 


The funds for demilitarization provide for continuing the processing of unserv- 
iceable ammunition at the current rate. The equipment program provides for 
the items necessary to the efficient preparation for sale of scrap only at those — 
locations where substantial savings to the Government accrue from such prepara- 
tion. The estimated cost of selling scrap and salvage material is based on the 
assumption that the generation of scrap in fiscal year 1955 will be approximately 
7 percent below the fiscal year 1954 experience. The cost of selling surplus 
eumiry? is based on estimated average sales of $30,000,000 per month in fiscal 
year 1955. 
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STaTEMENT OF AiR Force ReQugsts UNpdER Section 715 BerorE Suscom- 
MITTEE ON ARMED SeERvices, House CoMMITTEE ON APPROPRIATIONS, BY MR 
A. T. Bisnop, DrrecTorATe, AND Services, Derury or Starr 
MaTeRIEL, Unirep Strares Arr Force 


Mr. Chairman, within the Air Force these funds have been used for the in- 
spection and identification of repairable and unidentified property. It is also 
used to finance the computation of retention levels to determine quantitative 
excesses, and to process property to and within the disposal vard. Within the 
Air Force the principal test of the propriety and validity of our major command 
programs is its measure of producing increased scrap ana salvage sales 

During fiscal year 1953 a large portion of our expenditure was involved in the 
pay of personnel engaged in project ‘Spring Clean” the first major stock purging 
program within the Air Force since the start of the Korean hostility. These 
people computed retention levels and directed movement of excesses into dis- 
posal or reported excess items available to other Government agencies for screen- 
ing. Inspection programs for repairable and unidentified stocks were initiated, 
and certain processing and testing equipment procured. The effect of project 
“Spring Clean’’ on disposal was immediately felt, and our receipts in disposal 
yards has been increased an average of 8,000 tons per month over fiscal year 
1952. During fiscal year 1953 our activity worldwide totalea 362,640 tons. The 
trena is even more on the increase during fiscal year 1954. So far during fiscal 
year 1954 (through January) our generations have been 268,200 tons and we 
estimate 460,000 tons for the full vear. 

Our activity for fiscal year 1955 will continue to be accelerated. We have 
revised our retention criteria particularly in the aircraft and aeronautical equip- 
ment area. This coupled with conversion from obsolete type of aircraft will 
produce an estimated 600,000 tons of disposable property. 

During fiscal year 1953 we obligated $1,088,836 from these funds. To date in 
fiscal year 1954 we have authorized $5.4 million for obligation by the commands 
of which $2.5 million has been obligated. During fiscal year 1955 we estimate 
that we can operate within the current limit of $10 million. 


COLLECTIONS, OBLIGATIONS, AND EXPENDITURES 


Mr. WieeLeswortH. How much was collected overall in 1953 and 
how much will be collected in 1954? 

General McNamara. In 1953, $18,611,566 was collected from the 
sale of scrap. 

In 1954 it is estimated $28 million will be collected. The records 
show as of the end of December we had already collected $17 million 
and at the end of January, $18 million. 

Mr. Wieeiesworrn. You are speaking for the Army only? 

General McNamara. I am. 

Mr. Wiae._eswortu. How much was spent in those 2 years? 

General McNamara. $10 million was the congressional authoriza- 
tion in each case. 

Mr. Wieateswortu. How much did you spend? 

General McNamara. The gross obligations in 1953 were $8,547,372, 
and in 1954 we still estimate the $10 million. 

P Mr. Wiaaieswortn. What are your obligations as of some recent 
ate? 

General McNamara. I do not have them here. 

Mr. Wiaciesworts. Please furnish that for the record. 

(The information requested is as follows:) 

The Department of the Army obligation for the period July 1, 1953, through 
February 28, 1954, is $6,374,532. 

Mr. Gartock. It will come close to the $10 million because the 
program this year is being held down in the Army because of the $10 
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million limitation. That is the determining factor in regard to what 
they can get done this year. 

Mr. Wiaeteswortn. What happens to the excess of collections 
over expenditures? 

General McNamara. They go into the miscellaneous receipts. 

Mr. WiaGLeswortu. They go into miscellaneous receipts? 

Mr. Gartock. Yes. 

Mr. Wiaeiesworrn. What are the figures for the Navy-and the 
Air Force for 1953 and 1954? 

Mr. Gartock. The programs are much smaller than the Army pro- 
gram, Mr. Chairman. 

Mr. Manon. I think it was in the 80th Congress that the chairman 
of the subcommittee, Mr. Albert Engel, sponsored this provision in 
the bill. I think that it hes saved taxpayers many millions of dol- 
lars. I wonder if you support that statement? 

General McNamara. Yes. To me it is an incentive type of opera- 
tion. You go out and work constantly. 

Mr. Manon. You think it is a valuable asset to the taxpayer? 

General McNamara. Yes. 

Mr. Manon. That was a leading question, I realize, but I am more 
or less sold on the program. 

General McNamara. I think that the figures support that, sir, on 
the collections. 

Mr. Scrivner. Your figures of collections alone are not the whole 
story of the savings because the more of this unusable material you can 
get off your hands the less warehouse space we have to provide for the 
services. 

General McNamara. That is right. 

Mr. Scrivner. This material takes up a lot of expensive space. It 
is not doing anyone any good. If you can get rid of it and put some- 
thing in there that does have some value to us that helps, and then 
perhaps we will not have to build so many warehouses. 


INCENTIVE 


FOR DISPOSAL OF SURPLUS 


Mr. SHepparp. Let me ask this question: Why do you consider 
there is more of an incentive to disassociate yourself from this surplus 
than if you were doing it under a regularly budgeted item? Why is 
there an incentive to get rid of these surpluses? 

Mr. Gartock. Over a period of time with budgets of varying size, 
it has been our experience that the maintenance and operation appro- 
peniione are fairly descriptive and that you tend to spend your money 
or those things that are going to do you some immediate good and 
which will take care of an immediate problem. This separation of 
the sale and salvage of scrap came about to correct that situation; so 
that the sale and disposal of scrap would go on without any restriction 
because of other requirements for appropriated funds. think that 
it started early in the Marine Corps after World War II in that big 
operation that they put on, and the other two services have adopted 
the same practice since then. It keeps running on its own merits 
without getting involved in the day-to-day operating expenses. 

' vas SHEPPARD. How long has this been operating as a matter of 
aw 
Mr. Lanman. From about 1945. The Navy had it first. 
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Admiral CLtexton. That is about right. The year before that we 
obtained a special amount of money in the servicewide supply area 
jl on this program, and from then on it became the way it is 
today. 

Mr. SHepparD. I would be interested in finding out at this time 
how much of the funds resulting from the operation of this law have 
gone into the miscellaneous receipts of the Treasury from its inception 
on up to the present time, and then I would like to know, after it goes 
into the miscellaneous receipts, what happens to it then. 

Mr. Scrivner. It is spent. 

Mr. Suepparp. For what? 

Mr. Scrivner. For general purposes. 

Mr. Suepparp. We have a certain appropriation here for specific 
purposes, and over the past years it has been incumbent upon the 
military to appear before the committee and justify the expenditures. 
When the money gets into the miscellaneous fund it becomes difficult 
as far as identification is concerned. If I am wrong in my assumption, 
I will stand corrected. 

Mr. Miuuer. Off the record. 

(Discussion off the record.) 

Mr. Scrivner. While we are on this subject, I would like to ask 
Mr. Garlock a question: Why cannot an operation such as this be set 
up on a capital basis like some of your other programs so that it would 
be unnecessary to come back each year with a request for funds? 
Those of us on the committee understand that by spending this money 
we bring back into the Treasury a greater amount than we spend, but 
it still requires what looks like an additional cost to the military when 
one fund could be set up through which the operations could be carried 
on and there would not be the necessity for coming back each year for 
new funds. 

Mr. GArtock. Mr. Scrivner, I cannot give you an answer offhand. 
I will be happy to look into it and if there is anything we can devise to 
meet that proposal, we will be glad to bring it up. 

Mr. Scrivner. You set up the stock funds to carry on that activity. 
Why not set up a fund for this? 

Mr. LaAnmMAN. We would need specific authority in the Department 
of Defense to dispose of property and to retain the proceeds of the sale. 

Mr. Scrivner. That can be taken care of. 

Mr. SuHepparp. You evidently have a basic law under which you 
can function. 

Mr. Gartock. We have to have authority to use the money we 
get from the sale of scrap to pay for these expenses; otherwise it 
would all go into miscellaneous receipts. 

If, under one of our authorities, we can set up an operation that 
will pick this up on a permanent basis, we will look into it, and if 
there is anything we can do we will advise you. 

Mr. Scrivner. I thought that was a suggestion that was going 
to be followed right after World War II. It started out that way 
and then something happened. 

Mr. Ostertaa. Is there any reason why we cannot have an answer 
to Mr. Sheppard’s question? 

(Discussion off the record.) 
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COST OF SALES 


Mr. Wiaeieswortrn. General, I understand you to say that with 
respect to $28 million of this material you had to spend $10 million 
to get rid of it; is that right? 

General McNamara. Not just to get rid of it, but to prepare it so 

ou can, 
" Mr. Wiceiesworru. Is not that a very high ratio to pay? 

General McNamara. Not when you A the tons of ammuni- 
tion. There are 568,000 tons of ammunition which has to be demili- 
tarized so that you can go into the steps for sale. 

Mr. WicGLeswortH. That means taking the ammunition out of it? 

General McNamara. Yes. 

Mr. Wiacieswortn. What else does this cover? 

General McNamara. Then there are 745,250 tons of combat 
material, 

Mr. WiaaieswortnH. In addition to the demilitarization, what 
does it cover? 

General McNamara. It covers the cost of personal services for the 
people that do that, the transportation of that ammunition to a place 
where demilitarization can be accomplished. Then there are con- 
tractual services. We have two contractors now, who are civilians 
and who operate demilitarization efforts for us at Milan and the 
Ravenna Arsenals, and then there is the cost of things like fluid and 
torch material and other materials that are necessary. I have a 
breakdown of our estimated $25 million under those headings that 
would be helpful, sir. 

Mr. WiaeLesworts. All of this material is going out. You are not 
getting any material back? 

General McNamara. These are things that have reached the state 
where they must be demilitarized for safety’s sake, and alse because 
of obsolescence, or obsolete life of certain combat materials. 

Mr. Wiaeiesworrs. Do the answers that the general has just 
made go also for the Navy and the Air Force? 

General McNamara. I do not have the breakdown for the Navy, 
but the commander does. 

Mr. Wiaciesworru. I am talking about the work in general, what 
it covers, and whether or not you exchange any tesardien og 

General Asensio. In general, it does in the Air Force. 

Commander WituiAMs. In addition to demilitarization of ammuni- 
tion and combat equipment, there are Navy plans to finance in the 
fiscal year 1955 the cost of selling scrap and salvage and the cost of 
selling surplus for a total of $3,300,000, under the account in question. 

Mr. WigGiteswortn. Do you mean selling to scrap dealers? 

Commander Yes. 

Mr. Gartock. And the cost of advertising and the preparation of 
the material for sale. 

Mr. Scrivner. What do the Army and the Air Force do about 
preparing and advertising? 

Mr. Gartock. The same thing. 

Mr. WieGieswortH. Do you mean to say that you have to pay 
- _ to get a scrap dealer to come in and take this off your 

ands? 
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Commander Witu1ams. The cost of selling scrap and salvage, 
Mr. Wigglesworth, is $1,300,000. The cost of selling surplus is 
$2 million. The cost of selling scrap and salvage includes the cost of 
segregation and the cost of advertising. 


COLLECTIONS AND EXPENDITURES 


Mr. SuHepparD. Would you object to supplying the income for the 
record that comes from the expenditures that you have just testified 
to? 

Mr. WiaGieswortn. I would be glad to have that. I would also 
like to get comparable figures to those that the Army has given us, 
for the Navy and for the Air Force. I would like to know what you 
collected in 1953 and what you expect to collect in 1954, and what 
you spent in 1953 and what you expect to spend in 1954. Also com- 
parable program figures for the 2 years. 

Commander WiuuiaMs. Inthe fiscal year 1953 we collected from the 
sale of scrap and salvage $11,908,000. 

Mr. SHepparpD. And what was your cost during that period? 

Commander Wius.i1AMs. Our obligations in the fiscal year 1953 were 
$2,090,000. 

In the fiscal year 1954 we expect to collect $8,800,000, and we esti- 
mate that we will obligate $5,200,000. 

Mr. Forp. In that obligation figure, do you include the military pay 
and other items of that nature? 

Commander Wituiams. There is no military pay in that figure, sir. 

Mr. Forp. Are there military people assigned to that responsibility? 

Commander Witutams. In general, no; there are no military people 
except the officers supervising the operation. 

Mr. Wraciteswortn. What about the comparative programs? 

Commander WituiaMs. In the fiscal year 1953 we demilitarized 
170,000 tons of ammunition and in the fiscal year 1954 we expect to 
demilitarize 257,500 tons of ammunition. 

Mr. SHepparp. There is a rather glaring series of mathematics 
here. In 1953, for an income of $11,900,000, your cost factor was 
$2,090,000. 

Now, you are anticipating in 1954, $8,800,000 at a cost of $5,200,000. 
There must be a plausible explanation for that increase. Will you 
kindly explain that so that it will be on the record; otherwise, it will 
create a question in the minds of some people? 

Commander Wituiams. In general, that reflects the decline in 
scrap prices. The scrap prices were very high in the fiscal year 1953 
and have dropped rapidly and are continuing to drop in the fiscal year 
1954. 

Mr. Suepparp. Then the answer is from what you have stated the 
cost of the commodity that you are selling has decreased on the mar- 
ra to fhe extent that there is an additional cost against your Income 
actor? 

Commander WiturAms. That is correct, sir. The money that we 
have received for scrap has declined and it is more difficult to sell the 
scrap. 

Mr. Suepparp. That is all. 

Mr. Wiacieswortu. Well, there is nothing like that change re- 
— in the Army figures. Why should not that same thing apply 
there? 
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Mr. Gartock. Would you like to have the Air Force figures? 

Mr. WiacLesworrtu. I would like to know why the statement 
just made by the representative of the Navy would not apply to the 
to the Army in the same years. 

Mr. Scrivner. They ought to do as well as the Army does in their 
disposal. 

Mr. Suepparp. Off the record. 

(Discussion off the record.) 

Mr. Gartock. I believe a part of the answer is you are disposing 
of a wide variety of things. if you hit something with a low cost of 
handling you make a big profit. 

Mr. Scrivner. The Army has a wide variety of things. 

Mr. Gartock. It depends upon what you happen to hit in a year. 

General Asensio. Mr. Bishop has the figures for the Air Force. 

Mr. Bisuor. During the fiscal year 1953 we had a total generation 
of 362,640 tons. Our proceeds were $7,500,000. Our obligations 
from this fund were $1,088,836. 

For the fiscal year 1954, we estimate 460,000 tons of generation. 
We estimate proceeds of $12 million, and we estimate obligations of 
$6 million. 

During the fiscal year 1955 we estimate total generation of 600,000 
tons and proceeds from the sale of $15 million, and we estimate that 
we can live within a $10 million authorization. 

Mr. WicGieswortu. Which is a pretty liberal estimate on the basis 
of the other figures you have given us, I would think. 

Admiral CLexton. There is one thing that has not been said, and 
I think it should be said—if this operation on any one item becomes 
uneconomical, there is no scrap developed at all. In other words, 
if the price of steel scrap were to go low enough the operations would 
not pay for themselves, and therefore they would not be undertaken. 

Mr. Suepparp. Because you would be operating under a deficit? 

Admiral CLexron. Within the Department as a whole, there is 
to be no expenditure under this. In other words, the receipts must 
at least equal the expenditures, so you can very well see if we were 
dealing, perhaps like the Army is, mostly in steel, and the steel scrap 
price were to go down low enough, the cost of getting the steel ready 
to sell would be greater than the return and they would have to cease 
the operation. 

Mr. Wiee.esworrs. As I understand it, this language as submitted 
in receipt to the fiscal year 1955, would authorize an expenditure of 
$25 million for each one of the three armed services; is that correct? 

Mr. LanmMan. That is correct. 


TOLL AGREEMENTS 


Mr. Wiacteswortu. Are there any toll agreements in this picture? 

General McNamara. Off the record. 

(Discussion off the record.) 

Mr. Wiaetesworts. Do you have any toll agreements in the Navy 
or the Air Force? 

Mr. Bisnop. We have one on copper. 

Mr. Wiaateswortnh. Will you explain what that is and how it 
operates in this general connection? 
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Mr. Bisnop. Our copper is accumulated and it is allocated back 
into the prime producing industry whereby the Air Force then guaran- 
tees the application of this refined, reprocessed copper back into the 
production of Air Force procurement—items on procurement. I 
personally am not too familiar with the toll agreement. That is 
handled by our industrial resources group. 

Mr. SueprarD. Who is there in the organization that has to do with 
the direction of this scrap that pays any attention to the scrap market 
that I understand is dictated by the scrap association? 

Mr. Forp. Off the record. 

(Discussion off the record.) 

Mr. Sixes. I think the committee ought to know more about this. 

Mr. Garuock. On the matter of the sale of surplus and the opera- 
tion that Mr. Thomas is supervising, Operation Clean Sweep, they 
are trying to coordinate the sales so that the market will not be 
flooded at any one time and that the sales will come along in a fashion 
that will permit and encourage good competitive bidding in such a 
way that most of the people who do the bidding on this will be in on 
all of the large auctions so there will not be two auctions running 
simultaneously competing with each other. 


SCRAP DISPOSAL BY TONS 


Mr. Sixes. I wonder if you would provide for the committee the 
tons of scrap that go on the market each month from the different 
services, and I would like for you to do that over a period of the last 
few years. 

Mr. Garwock. Yes. 


(The information requested is as follows:) 


DEPARTMENT OF THE ARMY 


During calendar years 1951, 1952, and 1953, it is estimated the Department of 
the Army disposed of the following tonnage of scrap: ! 


Monthly 
average 


1 This consists principally of metal scrap, both ferrous and nonferrous. 
DEPARTMENT OF THE NAVY 
Tons of scrap and salvage sold by the Navy are as follows: 
1952—July 


November September 
December October 
25.2% 28, 156 
December 36, 484 
1954— January 36, 267 


|_| 
rot | 
Tons | Tons 
YE 30, 028 
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DEPARTMENT OF THE AIR FORCE 


Sales of USAF property 


{Tons} 
Zone of Interior) Overseas ! 
Fiscal year 1953: 

September 1952. 19, 71 13, 700 
18, 400 13, 300 

cand 223, 300 83, 700 

Total, Zone of Interior and overseas... ..........-.......-....-.-.-. 307,000 

Fiscal year 1954: 

Sentember 26, 200 29, 000 

Total, Zone of Interior and overseas. 203,200 


' Activities outside United States, Alaska, Hawaii, Puerto Rico, and Virgin Islands report quarterly. 


Mr. Miller. You say “they.” 
“they” are? 

Mr. Garuock. The staff under the Assistant Secretary for Supplies 
and Logistics, in the Office of the Secretary of Defense. 

Mr. Miuuer. At the Defense Department level, and it is controlled 
there rather than in the three services? 

Mr. Gartock. What they do is to try to work out a schedule with 
the three services_so the sales will come along in a reasonably well- 
spaced manner instead of having two of them on the same day selling 
the same commodities. 

Mr. OsrertaG. Does the rapid decline in the price of scrap indicate 
that the cost of products, end products, is declining? 

Mr. Garvock. Off the record. 

(Discussion off the record.) 

Mr. Manon. If a committee bent on publicity, headline hunting, 
should investigate this matter, in my opinion, it could come up with 
a lot of things which, at least on the surface, would not be too accept- 
able to the committee and to the public. I do not want to imply 
that basically there should be any criticism. My suggestion is that 
we have our staff investigators take a look at this picture; get in touch 
by questionnaire or otherwise with some of the people who have bid 
successfully, or unsuccessfully, and determine insofar as they can 
whether or not the program is being run as well as it can be under 
the circumstances. This is a hard program to operate, in my way of 
thinking, and it is dealing withalotof people. It seems to me that it 
might be looked into, and it seems to me that it might be helpful to 
the Department of Defense and to this committee. 

We cannot develop the facts here any more than have already been 
developed, as I see it. 


Would you mind telling us who 
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Mr. WiGGieswortH. Without objection, we will follow that 
suggestion. 


COPPER SCRAP 


Do you mean as far as copper is concerned, Mr. Bishop, that 
under a so-called toll agreement the Air Force takes copper and 
pays somebody to convert it into a condition where it can be used 
over again? Is that what is involved? 

Mr. Bisuop. Yes. We guarantee the return of copper scrap to the 
production of new items to be returned to the United States Air 
Force’s inventory. 

Mr. Scrivner. That was when copper was critical and hard to get. 
The Air Force wanted to be sure that they converted scrap copper into 
usable copper and that the Air Force would get the benefit of that 
program rather than converting it to primary use for somebody else. 

Mr. BisHop. Yes. 

Mr. WieeLesworts. But that contract is still in force; is it not? 

Mr. BisHop. Yes. 

Mr. WiaG.LeswortnH. You are still operating under it? 

Mr. BisHor. We plan on using it at least the rest of this year; yes. 

Mr. WiaGLeswortH. Do you know how much has been spent 
annually under that? 

Mr. Bisuop. Not right offhand, no, sir. 

Mr. Wiaeteswortu. Please furnish that for the record. 

Mr. Bisuop. Yes. 

(The information requested is as follows:) 


DEPARTMENT OF THE AIR FoRCE 


1. The USAF in June 1952 began the conversion of copper scrap into refined 
metal. The resultant refined copper is utilized as Government furnished ma- 
terials in connection with Air Force production contracts. 

2. During the period June 1952 through December 31, 1953, 5,865,262 pounds 
of copper scrap were shipped to refiners. This resulted in a recovery of 3,553,818 

ounds of refined copper. In addition 163,069 pounds of lead were recovered. 

ased on domestic market prices prevailing at the time refined copper was fur- 
nished contractors and considering the costs of refining together with the sales 
price of bulk scrap, over $300,000 was saved by utilizing USAF-owned refined 
copper in lieu of onen-market purchases. Based o» foreign prices of copper, and 
much of the USAF contractors’ requirements would have come from this source, 
these savings would be substantially higher. 

3. The contracts with commercial refiners for the conversion of scrap provide 
that pure electrolytic copper will be delivered in forms and shapes specified by the 
Air Force. At various times in the past, both mills and producers have ex- 
perienced difficulty in sdecuring sufficient oxygen-free high-conduetivity copper 
to meet delivery requirements. The most recent difficulties arose during the 
Korean conflict. At that time, the National Production Authority was allocating 
copper on a 60 percent domestic and 40 percent foreign source basis. Although 
authorizations to purchase copper were granted contractors, when attempts were 
made to place orders, in many instances they were informed that they could buy 
only foreign copper. The price of foreign copper was fixed about one-third higher 
than domestic. Under these circumstances, Air Force contractors appealed for 
aid. Where recognized shortages existed and other methods of expediting failed, 
Air Force contractors were furnished converted USAF copper to support their 
requirements. The Government-furnished material was eredited to the contract 
at prevailing market prices. During normal procurement periods when copper 
is available through regular channels, the Air Force furnishes converted copper 
to contractors on the basis of need, specifications of copper required, and on the 
basis of potential savings. 


43960—54——31 
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Summary of copper conversion, June 1952—December 1953 


| Pounds Amount 
| 
Value of recovered metals 
Government furnished material to contractors...............---.----. 1, 953, 367 $580, 922 
1, 083, 361 
Total costs to the Air Force: 
Costs transportation, handling, administrative costs (estimate) __._-.|.......--.--.--- 100, 000 


FUND REQUIREMENTS FOR EACH OF THE SERVICES 


Mr. Gartock. Mr. Chairman, Mr. Scrivner asked a question at 
the beginning of this section, on which I would like to comment. 

Mr. Wiaciteswortn. On what section? 

Mr. Gartock. On scrap. That is the $25 million for each of the 
departments. 

Mr. Yes. 

Mr. Gartock. I think on the basis of the testimony this morning 
you will see that we do not need $25 million in each. If the committee 
wants to set it up and have a separate limitation for each one of the 
three departments, or if you should want to consider an overall 
Department of Defense total, we would be happy to discuss the matter 
with the staff and try to work out something along either of those 

es. 

Mr. Scrivner. My recollection is that some place in the justifica- 
tions the Air Force estimated that they would need somewhere around 
$6 million or $6% million, and not over $10 million. 

Mr. Gartock. That is right. 

Mr. Scrivner. In the showing made by the Navy it would not 
seem as though the Navy needs the full $10 million. 

Mr. Gartock. Yes. 

Mr. Scrivner. I do not feel the showing has indicated that the 
Army needs the full $25 million, but apparently they can use profit- 
ably more than the $10 million. 

General Asensto. The Air Force feels it will probably operate in 
fiscal year 1955 within a total of $7 million. It would, however, give 
additional flexibility if the limitation remained at $10 million: but 
that is for the decision of the committee. 

General McNamara. The Army feels the necessity for the $25 
million, Mr. Scrivner, because of the amount of ammunition that still 
remains for us to demilitarize. 

As I indicated in the figures given to the committee, there is $21.5 
million alone for the tonnage I quoted to you there in the various 
services, 


‘ 
P 

| | 
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Commander Wiiu1aMs. The estimated Navy requirements for fiseal 
year 1955 are $9.3 million. 

Mr. WiaGLeswortn. That compares with $5.2 million in the present 
year and $2 million in the year before that. 

Commander Witu1Ms. That is correct, sir. 

Mr, WieeLeswortnH. That includes the $3 million you are suggest- 
ing for selling purposes. 

Commander WiuuiAMs. $3.3 million for the cost of selling scrap and 
salvage and surplus. 

Mr. WiGGLeswortu. Section 716 is submitted without change. 


OPERATION OF COMMISSARY STORES 


The section formerly numbered 624, deals with the operation of 
commissary stores. It is submitted with the recommendation that it 
be deleted; the final proviso, as I understand it, because it has be- 
come permanent law; and the balance of it as I understand it, for 
other reasons, I assume someone has a statement in this connection. 

Mr. Garuock. Mr. White will speak to that, Mr. Chairman. 

Mr. Wuire. This section contained a provision carried over from 
the preceding year’s bill which resulted in the application of surcharge 
to the cost of goods sold in commissary stores to cover cost of purchase 
and maintenance of operating equipment and supplies, utilities fur- 
nished by the Government, spoilage, and pilferage. It also required 
that the Secretary of Defense make certification as to eligibility for 
continued operation of these stores after December 31, 1953, and in 
addition, authorized the operation of similar type stores on military 
installations by civilian concerns. 

As a result of section 624 the Secretary of Defense established strict 
criteria for continuance and conducted exhaustive surveys of the 
commissary stores in the continental limits of the United States. 
These surveys included in their criteria— . 

(a) The price differential on selected items available in commissary 
stores and privately owned facilities, and 

(b) The availability, capacity, and convenience of privately owned 
stores. 

At the conclusion of this survey six commissary stores were closed. 
It was concluded that there was no justification for the closing of the 
other stores. However, a close surveillance is continuing on 38 other 
commissary stores to insure that they continue to meet the established 
criteria. 

The ability to purchase at commissary stores below commercial 
prices is a long-established recognized privilege of Armed Forces per- 
sonnel. This and similar compensatory benefits traditionally have 
been considered by the Congress in the establishment of military pay . 
The loss or abridgement of such benefits contribute to the loss of 
attractiveness of a military career. To eliminate or reduce commis- 
sary stores is to benefit a few at the expense of the many. 

he Department of Defense proposes that this section be eliminated 
as it is believed that present command and administrative authorities 
are sufficient for the handling of this matter. 

Mr. Suepparp. Did you quote the President in your statement as. 
you quoted him here in the beeakdowil provided? 
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Mr. Wuirs. I have not, but I would be very happy to. That has 
been quoted, I think, many times before this committee in the hearings, 
at various times, on the attractiveness of the career. 


COMMISSARIES CLOSED 


Mr. Sixes. May I ask, Mr. Chairman, where are the six commis- 
saries that are being closed? 

Mr. Miter. And for what service. 

Mr. Sixes. And the branch of the service. 

Mr. Wuire. I do not have the answer to that, Congressman. 

General Carrer. There is the Erie Ordnance Depot at LaCarne, 
Ohio; the United States Disciplinary Barracks at Lompoc, Calif.; 
Camp Roberts in California; Camp San Luis Obispo in California; 
Camp Breckinridge in Kentucky; and the Navy closed the Naval 
Receiving Station Commissary, at Brooklyn, N. Y. The Air Force 
closed none. 

Mr. Sixes. How many of those six were closed because of the 
deactivation of the base? 

General Carter. Three, sir. 

Mr. Sixes. What three were closed for other reasons? 

General Carter. The Erie Ordnance Depot, LaCarne, Ohio; the 
United States Disciplinary Barracks at Lompoc, Calif.—which were 
closed as a result of a survey which showed excessive operating cost— 
and the naval receiving station, Brooklyn, N. Y., which was closed 
due to failure to meet the criteria established. 

Mr. Sixes. Actually, the result of this language has been the 
closing of three commissaries? 

General Carter. That is right. 

Mr. Miter. Is it not a fact that the sales commissary is being 
opened at Erie? You might say that one of them is only going to 
be about half closed. 

* General Carrer. No, sir; the sales commissary is definitely closed 
at Erie. However, there is an issue commissary being opened there, 
because of the antiaircraft unit being sent there. 

ae Miter. Clothing will be available but not food; is that the 
idea? 

General Carter. No, sir. An issue commissary issues subsistence 
to the troops. That is food. It has nothing to do with clothing. 

Mr. Miter. But that will be opened at Erie? 

General Carrer. Yes, sir. It will not sell, however, to anyone. 
It is purely for issues to troops. 

Mr. Forp. Could you tell us how many commissaries there are in 
operation after these deductions have been made? 

General Carrer. I have those figures for the Army. I do not 
have them for the Air Force, sir. ition. they can be supplied 
for the record. 

(The information is as follows:) 

Army, 71; Navy and Marine Corps, 47; Air Force, 93; total, 211. 

Mr. Forp. How many are there in the Army? 

General Carter. The Army was operating a total of 81 commissary 


stores in the United States July 1, 1953, and will be operating a total 
of 69 on July 1, 1954. 
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The Army is operating and will continue to operate 117 in the over- 
seas areas. 

The Army is opening up 2; 1 at Fort Huachuca, Ariz., just approved 
by the Secretary of Defense; and 1 at the Yuma Test Station, about 
20 miles from Yuma, Ariz. 

The Army, as you all know, is closing a number of installations, 
which is the reason for the large reduction from 81 to 69. 

Mr. Forp. Out of the difference between 81 and 69, how many are 
the net result of this provision which was included in the appropriation 
bill for fiscal year 1954? 

General Carter. Two. 

Mr. Forp. The others, out of the 12 that were closed, were because 
of closing of installations? 

General Carrer. That is correct. 

Mr. Wurre. I wonder if I could say one thing more? 

I think we have 97 commissaries. When the survey was made 

Mr. WiaeLteswortn. When you say “we’’ whom do you mean? 

Mr. Wuire. The Air Force. I am wearing my other hat. 

When the survey was made I paid particular attention to it. The 
difference in price that our people were going to have to pay for the 
commodities that they used was between 17 percent and 33 percent, 
for our military people. That is the range they would have to pay 
more if the various commissaries were closed. 

I have a list of them all here, or 93 out of the 97. I just refreshed 
my recollection and looked at it again. 

As I say, the lowest one was 17.43 percent cheaper in the commis- 
sary, and the best one was where the commissary was 33 percent 
cheaper. 

Also at this time, when the Appropriations Committee of the House 
put the provision in, which was later modified in conference, I also 
received a great many letters from a great many people who were 
affected by it. I am sure that if the committee read all of these 
letters they would be inclined to go along with us on the commissaries. 

I would like to read an extract from one for the record, if I may. 

I think the effect was very strong out in the fieid. I better f 
did not realize myself how important some of these people considered 
the use of the commissaries to be, because I had not gone into it before. 

I would like to read an extract from one of them. 

Mr. Wiaaieswortu. Off the record. 

(Discussion off the record.) 

Mr. Wuirs. We believe that the language is unnecessary. 

Mr. Ostrerraa. Is that the only reason you want to eliminate it, 
because it is unnecessary? It does no harm there, does it? 

Mr. Scrivner. This should be the subject of constant review. Mr. 
Secretary, I have heard a lot about this. I have read a lot of letters, 
and many of the complaints have been unjustified. Many complaints 
have been directed against Congress about the things that the services 
themselves could easily correct, if they would do so. 

One of the reasons that some of this had to come up was because 
of the abuse of the commissary privileges which the services them- 
selves did not stop. 
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Let me ask yon one question: I do not have to go into them. We 
have discussed them before in this committee many, many times. 
Have these abuses been corrected? 

General Carter. They have been corrected in the Army, sir. 

_ Mr. Scrivnzr. All right. So some of the blame was not properly 
placed upon Congress but should have been laid at the doorstep of 
the services themselves. 

There must be a great deal of authority existing in the Secretary of 
Defense to regulate many of these things, because I read in the paper 
just last week where the Secretary ha made some order relative to 
what should be considered costs in the commissaries, and had changed 
that. According to the news story it was going to result in a decrease 
in the costs of commodities to the procuring members of the service. 

There is one situation which still exists where the services them- 
selves could do better and give themselves more of a “fighting edge’”’ 
without a loss of a lot of these things, with fewer men. Studies show 
in some cases there is what would seem to be a rather heavy use of 
military personnel in the commissaries doing the jobs which are 
comparable to clerking or cashiering in a grocery store or chain store 
throughout the country. 

In other words, you are making use of military men who have been 
given military training, and then they are taken out of the military 
activity and placed into what amounts to a civilian activity in the 
commissaries. A study was recently made of 60 commissary stores, 
and the figures are very interesting. That study shows that the 
Army, in these 60 stores which were studied, had 74 military and 
286 civilians; the Air Force had 438 military ‘and 314 civilians; the 
Navy had 719 military and no civilians; and the Marine Corps had 
17 military and 24 civilians. 

So while we are talking about commissaries and some of the things 
that never happened, which a lot of people thought were going to 
happen, the report you have given us shows that the action of Congress 
did not hurt after all. 


REDUCTiON OF SURCHARGES 


Mr. Forp. Mr. Secretary, I apparently noticed the same article 
that Mr. Scrivner mentioned. As I recall the article, it said that 
the surcharge was being reduced from 5 percent to 3 percent. Can 
you explain that? 

General Carter. I can explain that, sir. 

We have been collecting under this previous section in the bill the 
surcharge to cover the specific items which are set up to be paid for. 
If you would like, I can read the list for you. 

Operating supplies; operating equipment; maintenance of equip- 
ment; utilities, including heat, light, power, telephone, laundries; 
transportation supplies; shrinkage, wastage, and pilferage. 

Our records have shown over the past several months that we have 
been collecting an excess from the patrons above .the actual charges 
for those items. It developed that we could reduce the charge, 
which has been 5 percent, down to 3% percent within the United 
States and 3 percent overseas. That has been done and is actually 
effective the Ist of April. 

Mr. Forp. In other words, your overhead is less than you antici- 
pated, and you are able to pass on that savings to the consumers? 
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General Carrer. That is correct, sir. 

Mr. Forp. Does your overhead—those items which you have 
read—include everything except the pay of military personnel and 
the rental of the space? 

General Carrer. Essentially, sir, that is correct. 

Mr. Forp. There is no overhead included for the rental of the 
space? 

yy el Carter. However, we do pay for the maintenance of the 

building; the repair and utilities costs. There is no rental charge on 
the bui ding, and there is no charge for the civilian or military people 
who are working in the commissary. 

Mr. Miuuze. You say you do not charge up the cost of civilian 
clerks? 

General Carter. The provision in the law, sir, provides for these 
items to be paid by the patron, and it does not provide for the civilian 
overhead. That would be much more. 

Mr. SHeprparp. What effect do these new, so-called Federal discount 
houses have on your people? In other words, there has been an influx 
of that type of operation throughout the continental United States 
in the last 18 months or so. They are designated as Federal discount 
houses, wherein the Government and military personnel, both civilians 
and otherwise, employed on military posts throughout the country, 
take out a card and become members of this organization, which does 
not attach a fee of any character, and are permitted to buy at whole- 
sale. Have you heard anything about that and what effect, salutary 
or otherwise, it might have upon the issue we are discussing? 

General Carrer. I know of no such organizations which sell food. 
I had some personal experience with one in this area, which was selling 
fans, last summer. I got the fan that I bought cheaper from a regular 
store than I could have gotten it from the other. 

Mr. SuHepparp. They are in the business of selling food now. 

General Carrer. I did not know that, sir. 

Mr. Suepparp. In fact, they will sell anything from an icebox to 
groceries. 

General Carter. Usually you will find that the markup before the 
discount takes care of all that. 

Mr. Suepparp. I do believe at this point in the record we should 
definitely show, Mr. Chairman, that the Government within itself is 
not a participant in the so-called Federal discount house operation. 
It is not any part of the Federal Government in any manner, and is 
strictly a private operation. 1 think the record should show that. 


EFFECT OF PROVISION 


Mr. Ostertag. Mr. Chairman, before we leave this subject, I asked 
the Secretary a question awhile back and I do not believe it was 
answered. That was as to the effect of this provisionin the law. Does 
it work a hardship? What is its application and effect? There is 
absolute discretionary power on the part of the Secretary of Defense. 

Mr. Gartock. May I request that that question be addressed to 
each of the services, Congressman? 

Mr. Osrertaa. Yes, that is perfectly agreeable to me. 

Mr. Gartock. Admiral Clexton, do you have someone to answer 
that for the Navy? They are the people who are concerned, sir. I 
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just think they ought to have the opportunity to answer that question 
Fa rather than to give my interpretation of how they might feel 
about it. 

Mr. OstertaG. Does this not apply to all services? 

Mr. Gartock. Yes. I was trying to get the people who are most 
directly concerned with it to answer, because sometimes I am not 
sure my interpretation of how they feel about it would be 100 percent 
correct. Admiral Clexton? 

Mr. Cuermak. The answer is that the freedom which you attribute 
to him on making of regulations he does not possess. The standards 
for charging costs are contained in the act. The costs were enumerated 
by General Carter, and those are the costs we had to apply as a result 
of their enumeration in the act. 

If in his discretion he felt that pilferage was high in a certain foreign 
area, he could not eliminate it as a charge, because the act says that 
he has to put it in, even though the pilferage may be beyond the 
control of the operating people. 

Mr. Wiac.iesworrtnu. Are there any further questions? 

If not, section 717 is the usual antistrike provision, submitted with- 
out change. 

Section 718 is submitted without change, and deals with offers of 
gratuities in connection with contracts. 


Restriction or NumBer or Civitan Empioyers (Sec. 719) 


Section 719 has a slight change in language. What is the sig- 
nificance of that? 

Mr. Lanman. The purpose of that, Mr. Chairman, is this: Last 
year the title numbers applied to all of the military functions. This 
year, for convenience and to make it applicable to all funds a 
priated for the military functions of the Department of Defense, which 
are the funds the limitation is intended to apply to, we simply changed 
the title numbers and used those words. 

Mr. Sixes. Could that not have the effect of voiding the limitation? 

Mr. Lanman. No, sir. You see, there is a title in this bill not 
involving the military functions of the Department of Defense, for 
instance, for the National Security Training Commission, and one for 
the Inter-Service Activities, where no civilian personnel are involved. 
This is a simple technical change, 

Mr. Scrivner. I have never yet seen the Defense Department offer 
any language change in any bill that did not have a purpose. What is 
the purpose of this language? 

Mr. LanMAN. Well, sir, I have stated it. It is a technical matter. 

Mr. Gartock. It makes absolutely no difference, Mr. Scrivner. 

Mr. Scrivner. Why did you put it in there, if it does not make any 
difference? 

Mr. Gartock. Because also when this bill was being made up the 
problem was where the Military Assistance Appropriation was going 
to be. If that was going to be a title in this act, we wanted it per- 
fectly clear that the 475,000 applied to the Department of Defense 
without the military assistance program. We did not know how it 
was going to be concluded. We said, “If we put it in for military 
functions of the Department of Defense it will be perfectly clear no 
matter how the title numbers come out.” 
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Mr. Scrivner. Do you see any indication of putting military 
assistance in this bill? 

Mr. Gartock. Mr. Scrivner, when this was made up it was last 
December. 

Mr. Scrivner. I am talking about now. If there is none, there is 
no use for the language, is there? 

Mr. Gartock. I would not know—— 

Mr. Lanman. In this bill, the title numbers are different from last 

year. 
Mr. Gartock. I would not know what the recommendations of the 
executive branch are going to be. The title numbers that were 
stricken would have to be revised, if you want to use the title numbers 
instead of that language. So long as nothing else is added to this 
bill—— 

Mr. Scrivner. I did not see anything wrong with the language we 
have been carrying for years. I thought the complaint about this 
section was the ceiling. Now you say nothing about that at all. You 
have no desire and no request before us in this bill, as shown to us, to 
eliminate the figure of 475,000, but you do have some language change. 

When something like this comes along I wonder just why this sug- 
gestion is made. If it does not change anything, why make it? 

Mr. Hruska. If the title numbers are retained, what title numbers 
would be put in there instead of those which now appear? 

Mr. WiaGieswortu. You would have to add “tithe 6”, would you 
not? 
Mr. Lanman. You would have to add “title 6” and take out “title 


Mr. Gartock. The title numbers would be “2,” 4,” “5,” and 
“ ” 


The substance of this section, Mr. Scrivner, I believe was discussed 
briefly in both the statements of Mr. McNeil and the Secretary of 
Defense, when they were up here. 

The 475,000 limitation, so far as our present plans are concerned, 
is such that the Department has no intention of hiring more than that 
number of graded civilians. We think it would simplify our operation 
somewhat if it were eliminated. 

With your permission, Mr. White has a few comments to make on 
that, for your consideration. 

Mr. Scrivner. I am still wondering why, after all of these years, 

ou want to put in italicized language ‘for military functions of the 
of Defense.” 

Mr. Garuock. May I go off the record? 

Mr. Scrivner. Yes. would like to know what it is, either on or 
off the record. 

(Discussion off the record.) 


EFFECT OF LIMITATION IN UNITED STATES 


Mr. Wuire. May I speak on the limitation of the 475,000? 
We in the Air Force would like to see the 475,000 come out. I spoke 
to Mr. Wilson about it, and he gave me permission to state today 
that the Department of Defense would like to see the 475,000 come out. 

I have talked to this committee before about Project Native Son, 
and about the effort that the Air Force is making to replace the 
military with civilians in appropriate areas. 
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The difficulty, when you have a limitation like this and you do not 
actually know what you are going to come out with during the year, 
is that sometimes you get stymied in your operation because you 
appear to be running against a ceiling limitation. The people who 
are responsible for the program do not want to put people on and then 
find out in the last 6 months that they have to fire them, because they 
will run up against a graded civilian ceiling. 

Mr. Miuuer. Mr. Secretary, that does not apply to indigenous 
personnel overseas at all, does it? 

Mr. Wuire. That is right. Mr. Garlock asked me that same 
question last night. 

This is the background. What we in the Air Force want to do now 
is to move our Project Native Son over into the United States. We 
would like to take, for instance, our Research and Development 
Command and the ADC Command, in the early warning phases of it, 
and hire civilians rather than put military people in there. We think 
we can do it on a pretty economical basis. 

I started to take a look at it, and I can assure the committee that 
we will not do it unless the swap is a good deal. It appears in the 
R. and D. that we might be able to get somewhere between 2 military 
for 1 civilian, or at least 1.67 military for 1 civilian. 

Mr. Scrivner. What do you mean by that? 

Mr. Wurre. In other words, for every civilian we put in we can 
take 2 military out. Let us take 2 as an example. We could take 
2 military out of the R. and D. Command for 1 civilian. 

Mr. Scrivner. That would be economical. 

Of course, another thing that we have run into is the fact that if 
you have one of these offices—and I do not care what project you want 
to call it—which requires 50 people, if you have 30 military and 20 
civilians when you run into the ceiling the general tendency has been— 
in fact, it has become almost a habitual practice—to get rid of 4 or 5 
of the civilians, if necessary, and then automatically move in 4 or 5 
military personnel.. Many times the military personnel cost a great 
deal more than the civilians. 

Mr. Wuire. That is right. 

Mr. Scrivner. In other words, maybe it was a matter of necessity 
you have had to have so many people to do the job. Here, again, was 
another situation where the services were not doing what Congress 
thought they should do in the way of conserving manpower and dollars, 
and they went hog wild on the employment of civilians. The result 
was that Congress again, when the privilege was abused, had to step 
in and take remedial action, which could have been prevented had the 
services themselves been as good a watchdog as they should have been. 

Mr. Wuire. I agree that it has served a purpose. What I am 
questioning is whether or not that purpose has now been served. 

For instance, I am speaking for the Air Force now because I know 
that problem better. We are struggling to try to get an optimum 
relationship between military and civilian personnel, so that we will 
come out totalwise the cheapest way we can come out. When you 
are faced with an arbitrary ceiling, within the work that you have to 
do, sometimes you cannot make those shifts. 

I started about a month ago to try to move into the R. and D. and 
the ADC, and I needed about 4,000 or 5,000 more spaces, more graded 
civilian spaces, to get the job done. I went to the OSD, and they 
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told me that they had them in the fiscal year 1954, but the 1955 pro- 
gram was so tight with all 3 services that if they gave them to me in 
1954 they might have to take them away in 1955. To make such 
switch would be a foolish thing for me to do, because if I replaced 
the military in 1954 with civilians and then had to fire civilians in 
1955 we would not be ahead of the game. 

We are pomp, be say not expanding this Project Native Son Type 
Operation into the zone of interior, in the United States, just because 
of this ceiling. 

Mr. Forp. How many more will you need in the Air Force, for 
example? 

Mr. Wuitt.SIf you asked me today I might say 5,000 or 6,000. If 
you asked me 6 months from now it might be 12,000 or 14,000. 

* We are going command by command, area by area, to find out where 
we can do the job the best. 

Really, wherever you can do it you save a great deal, because you 
knock out the supporting people. Your initial swap is on a one for one 
to start with. Then the minute you take the military personnel out, 
it knocks out the support for that military person all the way down 
the line; it knocks out the uniform cost, it knocks out the travel cost, 
it knocks out all the support costs you figure. 

Mr. Scrivner. Plus the postwar costs, such as veterans’ benefits. 

Mr. Wuire. That is right. It knocks out your figure for turnover. 

My feeling on that clause is that instead of saving money it might 
cost money because of the fact that it might force us to keep military 
people, where we would be better off to have civilians. 

Mr. Forp. Does it follow, then, that if this operation were carried 
through you could make a corresponding reduction in your overall 
military strength? 

Mr. Wuire. That is true, except for this one thing: You want to 
remember that we have already cut the military figures. We stand, 
so far as 1954 and 1955 are concerned, on the costs. With the 
975,000 figure for 1956 and 1957 we show a deficit militarywise of 
somewhere around 30,000 people that we have to make up somehow. 
That deficit would be taken care of through Project Native Son if 
we extended it. 

In addition to that, there is the fact that eventually we will come 
out with less military people than we are talking about today. What 
we want to do is to go ahead and do it in a way where we can take 
the people away so that we are sure we are right, instead of taking 
arbitrary cuts and finding out later that we have to put them back 
in again. 


ESTIMATED CIVILIAN PERSONNEL TO REPLACE MILITARY 


Mr. WiGgGieswortH. Can you give us any specific estimates for 
the three branches of the service, as to the number of civilians who 
may be employed to take the place of mllitary personnel during the 
fiscal year 1955? 

Mr. Waite. I think I could give you an estimate for the Air Force. 
I do not know about the other services. The question is how far the 
other services are going to go into this operation. 

Mr. WiaGLeswortu. You are generalizing. Personally, I go along 
with you on the general policy. I have thought for years it was a 
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very important one. However, this committee would like to have 
the facts, to be as specific as possible. 

Mr. Wuire. Surely. 

Mr. Wicciesworrth. If it is possible to give us figures that will 
show a reasonably accurate picture of what is within the bounds of 
probability, I think it would be helpful. 

Mr. Wuire. Swell. 

Mr. Scrivner. Let me make a comment. 

Mr. Chairman, I feel, having looked into this picture here in the 
United States and in Europe, that there can be a much greater use 
of civilians than there has been. When you compare the costs all 
the way through, it is surprising how much less it does cost in many 
instances for civilians as compared to military personnel. 

Even when you consider this ceiling restriction, which does not 
apply in many cases, the services are not doing as good a job on using 
indigenous civilian personnel as they could. We ran into that in 
Europe. Iam referring now to the Army. 

They cut down on the use of indigenous personnel. The Air Force 
was using them, but they were just a little hesitant about increasing 
the program. We saw that. e were very much sold on the econ- 
omy in the use of foreign personnel. 

This relates now to the Army: An officer in the Army who has just 
returned from Japan pointed out three very glaring situations to me. 
One was the fact that on Tachikawa Air Base, outside of Tokyo, 
there is a staff of WAC’s. They apparently do not know yet par- 
ticularly why they are there or what they are supposed to be doing. 
However, some of the jobs they are doing could be just as well done, 
if not much better done, by Japanese civilians. 

Military personnel act as bus starters, when a Japanese civilian 
could do it just as well. 

The Army is using military drivers for cars instead of civilian 
Japanese. Each morning 8 cars would come up to the housing de- 
velopment there in Tokyo to pick up 8 section chiefs, to take them to 
Pershing Heights for their day’s work. Each car was driven by a 
military driver. If that is to be done, certainly they could use a 
little better judgment than that, and at least have 1 driver pick up 
4 section chiefs, instead of each chief having his own car and driver. 
Still better, use 2 cars and 2 civilian drivers, thus releasing 8 military 
and saving car operation costs. 

I am pointing those things out just as examples of where there can 
be a better utilization made of the military, and instances where the 
military can be replaced by civilians. 

Mr. Wuite. You are speaking of the Army and not the Air Force? 

Mr. Scrivner. That reference was to the Army. 

The Air Force in Europe was starting to do that. Mr. Miller and 
I were there in September, and they have made rather rapid strides, 
which is all to the good. I think we were told there that we can get, 
for the cost of 1 American military, or 1 American civilian, the services 
of 4% to 6 indigenous civilian personnel. 

Mr. Wuire. That is about right. 

— Scrivner. That is the dollar aspect of it. That is only part 
of it. 

When we have the indigenous personnel we do not need to provide 
the hospital services. We do not have to provide recreation. We 
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do not have to provide education. We do not have to provide all 
of those things, including housing, subsistence, and all the support 
activities that we do provide when we have military personnel in that 
position. 

I have been strong in previous years for the limitation of 475,000 
positions, because of the abuses that have taken place on the part of 
the services in the preceding years, before this limitation was placed 
on them. 

I have also seen, much to my great pleasure—speaking now par- 
ticularly of the Air Force, because I have visited more Air Force 
installations—more evidence of a real pride in and enthusiasm for 
economy not only in dollars but in the use of manpower than ever 
before. My past experience causes me to have hesitancy about re- 
moving the kmitation. I am almost ready to put the services on 
faith that abuses will not occur if the limitation is eliminated. 

Now, if it is not to be abused, that means that everybody in the 
Defense Department, from the Secretary of Defense and the Secre- 
taries of the services on down to the military personnel themselves, 
have a job todo. Do you think they will do it or not? 

Mr. Wauire. I can speak for the Air Force. We will do it. 

To line up with your figures, we have used just $5 million so far, 
and that is all it cost us for pay of civilian personnel to get the 30,000 
military troops out of Europe. That is the total cost of project 
“Native Son,” $5 million, until the end of the balance of the year. 
With that $5 million we hired 20,000 foreign nationals. For those 
20,000 foreign nationals we took out 30,000 military people, so far. 

Mr. Scrivner. You could do that, because you are taking out all 
of those who back up or support your primary military personnel. 

Mr. Wuire. That is right. It is an average of 1% for 1 that we 
took out. When you take a look at the Japanese, you see it costs 
$900 a year for an indigenous employee. So what you actually get 
is 14% Americans for $900. 

Mr. Scrivner. That is what I knew. That is why I raised this 
question. 

Mr. Warre. Surely. 

4 Mr. Scrivner. That is why I mentioned these eight military 
rivers. 

Mr. Mitter. Mr. Scrivner, would you yield just a minute? 

Mr. Scrivner. Surely. 

Mr. Mituer. There is one thing that concerns me about what Mr. 
Scrivner has said. I agree with it thoroughly, and I am heartily in 
favor of the program to reduce the need for military personnel on some 
of these jobs. 

Rightly or wrongly, we have a ceiling on military personnel. The 
Air Force has a certain number of men as a ceiling. If you open this 
door here, there are perhaps 20,000 places which could be filled by 
either civilian or military personnel. In that way you would be 
increasing the military ceiling, just by transferring 20,000 people who 
are now on jobs that might be handled either way. 

It seems to be a strange way of going about it. If you leave one 
door open entirely, you have no tight compartment at all. 

Mr. Wuirr. It is not completely open, because you have the money 
limitation. We come to Congress every year for the appropriation. 
We defend our numbers and you appropriate money on the basis of 
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those numbers. Actually, to tell you what happened in the Air Force 
this year, if you will recall there was not as much as hoped for. Only 
a year ago we figured we could only get 110 wings out of the number 
of people the Air Force was going to get, military and civilianwise, in 
the time that we figured. We thought that we would get 110 wings 
with 960,000 people, and even at that time the documents showed we 
needed 997,000 people. That showed that we needed a savings of 
37,000 people before we could make up the 110 wings. 

Things like Project Native Son and the early release policy and a 
few other things not only knocked out’ that deficit of 37,000, for the 
110 wings, but it brought the deficit down so that we got 115 wings 
out of it. 

The advantage of it is in the fact that you have some flexibility 
and can move. Our military people are moving into the combat 
units. The combat percentage, the number of troops that are going 
into combat, is going up gradually. The number of troops assigned 
to support elements is coming down. 

Mr. Forp, I follow your argument. I feel perhaps as Mr. Scrivner 
does, but I am not satisfied with this entirely in the case of the Army, 
for example. If this limitation is removed and you could employ 
more civilians I do not understand, then, why there cannot be some 
concrete evidence submitted for the record showing how the Army can 
put more men into combat units. If that can be supplied for the 
record I will be convinced; otherwise I am not. 

Mr. Wuire. I can supply it for the record. My job is as Assistant 
Secretary of the Air Force, All I can say is what we have done this 

ear. 
* Now, I do know that Dr. Hannah in the Department of Defense 
likes the Air Force program this year, and that he would like to see 
the other services do that. I think the other services will move in 
that direction. 

When you see the military strengths of the other services coming 
as something has to be done in this way in order to meet the prob- 
em. 

Mr. Forp. Mr. Garlock, could you provide for the record what the 
Army would do in this case, and Pe us the purported results? If it 
is satisfactory I will be sympathetic with it, as Mr. Scrivner is. 

Mr. Gartock. We can have a statement from all three departments. 

(The information will be furnished the committee at a later date.) 

Mr. Wuire. Our difficulty in the Air Force right now is the fact 
that with the ceiling of 475,000, and the way it is allocated as among 
the three services, it means that we cannot go any further in applying 
Project Native Son to the United States, within the numbers that 
are assigned to us. 

As I say, I came up within the month asking for 4,000 additional 
spaces in order to start on R. and D. and the ADC, and the 4,000 
spaces were not available. 

Mr. Scrivner. Of course, there is one thing about it, as demon- 
strated by the congressional action that was taken. If the services 
do not exercise proper control, even with the fiscal Jimitation, and do 
go to excess, Congress can always again impose a ceiling, 

Mr. Wuirte. Yes, sir. 

Mr. Scrivner. Of course, it will be solely because the services 
have abused the situation. 
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I hope they wil) not do it. If we decide to take off the limitation, 
I hope they will prove by their conduct that our trust in them is 
well placed. 

Mr. Gartock. I am sure Mr. Wilson would want the record to 
show that if you should give him that freedom he would exercise ex- 
treme care in letting the total number of graded civilians rise above 
what is now ae anet It would only be on the basis of getting more 
effective combat organizations that he would be willing to go above 
the present figure. 

Mr. Sixes. Mr. Chairman, may I ask what the committee schedule 
is going to be for the rest of the day? 

fr. Off the record. 
(Discussion off the record.) 


Proriciency Fiyina (Sec. 720) 


Mr. WiaaiesworrH. The next section is 720, which deals with 
proficiency flying. It is submitted in the same language that was in 
the bill applying to the current fiscal year. 

» We have had some testimony as to the results in the Navy, and I 
assume we have had some also in regard to the Air Force. 

Mr. Scrivner. No, sir; Mr. Chairman, we did not go into this in 
any great detail in the Air Force, because we had been told that it 
was going to be a matter of discussion before the entire committee. 
It was touched on only lightly as it related to the maintenance and 
operations cost. 

We were given the number of officers who have flying ratings, the 
number who would be actually flying, and the number who would be 
on jobs which did not require flying. 

Mr. Sixes. It was my understanding a year ago when we worked 
this matter out in conference that we had some rather concrete 
assurance from the Department that we would be given results if we 
allowed flexibility. 

Mr. Scrivner. That is what we were told. 

Mr. Srtxes. What has happened? 

Mr. Gartockx. Mr. White has a statement covering that subject, 
Mr. Sikes. 

Mr. Wurre. Would you like for me to read it? 

Mr. Please do. 

Mr. Wuire. Mr. Chairman and members of the committee, I am 
appearing before you today as the representative of the Department 
of Defense to present the views of the Department in support of 
section 720 of the general provisions of the President’s budget. That 
section restricts the proficiency flying of members of the armed services 
to a maximum of 100 hours a year. 

The language proposed in section 720 is identical to that now con- 
tained in section 628 of Public Law 179. 

Each of the services has complied with the provisions of the current 
statute. As approving authority of the regulations published by 
them, it is the opinion of the Department of Defense that in addition 
to satisfying the statutory requirement, each service has fully complied 
with the intent of Congress, evident in the legislative history of the 
provision, that proficiency flying be subject to rigid control and be 
conducted with maximum economy. 
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Action taken by the services goes beyond the mere publication of 
regulations to impose a numerical limit on hours flown in a proficiency 
category. The elective portions of the provisions have been imple- 
mented in the Navy and Air Force to bring about a mandatory 
reduction of proficiency flying of all officers who have reached 50 years 
of age and who have held aeronautical rating for 20 vears, to a maxi- 
mum of 60 hours a year. Further, procedures have been established 
to remove the flight requirement for those officers assigned to duty 
in remote areas outside the United States. 

Planned reductions of the amount of flying time available for 
proficiency flying within the Navy and the Air Force have reduced 
the amount of proficiency time available to pilots an average of 27 
hours. A reduction of similar magnitude has taken place within the 
Army. 

The Department of Defense believes these actions, while in com- 
pliance with the spirit and intent of section 628, are just as much the 
result of a program of management improvement instituted by the 
services, 

As you know, the Strauss Commission, established in 1952, examined 
in detail the system of incentive, hazardous duty, and special pays. 
That Commission concluded that although the administration of 
these pays was generally sound, certain improvements could be made 
in related fields. Two recommendations made by that Commission 
were: 

1. Remove from flight status officers and airmen in crew-member 
status who cannot be reasonably expected to provide air leadership 
or to serve in an operational capacity during an emergency, because 
of highly specialized training in fields other than aviation, such as 
law and atomic energy. 

2. Require that all services develop and submit to the Secretary of 
Defense, within 6 months from date of this rerort, a flight status 
selection system which will require a periodic review of the flying and 
service records of each officer based upon criteria such as age and grade 
to determine if he shall remain on flight status even though he possesses 
the ability to pass a physical examination. 

The Department of Defense has directed that these reeommenda- 
tions be complied with, with certain modifications based upon the 
missions of the services. Action has been initiated by the Army, 
Navy, and Air Foree which will meet the objectives of those recom- 
mendations. These actions will serve to insure that only those 
individuals possessing a mobilization potential in a combat assignment 
requiring a flying officer will remain on flying status. 

Each service, either by revision of procedures relative to the alloca- 
tion of flying hours and reporting practices, pilot duty identification, 
or specific directive, has insured to the maximum practicable extent 
that flying requirements are accomplished while performing airlift and 
operational support flights essential to the conduct of the business of 
each. Proficiency flying is being relegated to a byproduct benefit of 
this flying and flights for the sole purpose of proficiency flying are 
being conducted only when the pilot cannot complete his minimum 
proficiency training while performing such airlift. 

Without any qualification, the Department can state that the control 
procedures and the new management practices which govern this area 
of air operations are permanent. They represent sound management 
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practices and will remain in effect in all services without regard to the 
existence of a statutory restriction on flying time. 

The Department of Defense supports enactment of section 720 in 
its present language. 

It is necessary to point out, however, that our experience with this 
legislation is extremely limited. During the short time it has been in 
effect it has not been possible to make a true evaluation of the long- 
range impact of restriction. We know that the restriction will in 
time reduce the overall experience of the pilot corps of each of the 
services. We know, too, daily advances in aviation and the increasing 
complexity and costs of air equipment demand even higher levels of 
pilot skill. 

The implications of the restriction as it affects these two areas will 
be under close study by the services during the coming year. 

Mr. Stxes. Does that mean you cannot tell us whether you have 
saved any money or not? 

Mr. Wuirr. No. What it means is we are not too sure of what 
effect the restriction of 100 hours on our pilots will do to the ability 
of the pilots, and what it will do to increasing airplane accidents over 
a period of time. 

Now, so far as what has happened is concerned, I made some rough 
notes from the Air Force side, to give you some examples of some of 
the things that were done during the past year. 

It was my belief, listening to the committee last year, and to the 
Senate, and testifying—since I testified on this provision—that what 
you people were really trying to do was to restrict the proficiency 
flying of officers who never intended to or never will again participate 
in combat operations. In other words, you were not driving, as I 
understood it, to just restrict everybody. Your feeling was that it 
had been abused, and a great many people were flying under pro- 
ficiency flying who would never go into combat. 

Mr. Scrivner. We were right in that belief, were we not? 

Mr. Wuire. I think so; yes. However, the danger of the 100-hour 
limitation or any limitation like that is that the man who is going to 
combat some day can only fly 100 hours, too, 

Mr. Miuuirer. Why is that, Mr. Secretary? Why can’t he fly more 
than 100 hours if it is for training purposes and you want him to 
fly more? 

Mr. Wuarre. As I understand the provision in the law, with the 
rotation that we have for officers, if a man is in SAC his flying 
hours are not covered by this provision. But the minute he gets 
rotated into the Pentagon Building or rotated somewhere else, for a 
year or two, then he is restricted to 100 hours, even though eventually 
he will go back to SAC, 

Mr. Mituer. I would not think so. If your staff people want to 
extend the flying training to more hours there is nothing in this act 
to prevent it. The only thing we say is that he need not fly more to 
draw flying pay. 

Mr. Wuire. The act says that no part of the appropriation can be 
used —— 

Mr. Scrivner. It did not restrict the training flying whatsoever. 

Mr. Wuirer. Then we have been under a misapprehension in the 
Department. 
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Mr. Mitier. You certainly have. We have said it again and again. 
You still seem to say that we are trying to prevent training flying. We 
have not the slightest intention of doing that. 


ESTIMATED SAVINGS 


Mr. Sixes. It was put into effect to try to save some money. It 
has been in effect the greater part of a year. Can anyone tell us 
whether any money has been saved or not? 

Mr. Wuirs. May I go through this for you, on what I have here? 

It took a certain period of time to get this thing in operation. My 
recollection is that the act finally came out around the Ist of Septem- 
ber. Then it was necessary to get certain regulations 

Mr. Sixes. It was passed by the Congress the last of July. 

Mr. Wurre. What I mean is when it finally came out of conference, 
so that we knew. 

Mr. Sixes. Out of conference? 

Mr. Wice.ieswortn. In the first days of August. 

Mr. Wuire. Yes, the first days of August. We finally got moving 
on it in the tail end of August. During August we just restricted 
everybody to 4 hours, to let them get going. 

Going along on the basis of the various regulations we are going 
to use, our estimate is that it saved about $15 million in the first 6 
months of operation. 

Mr. Gartock. That is the Air Force. 

Mr. Wurre. That is the Air Force. 

Mr. Sixes. Does that include everything: maintenance of planes 
and the cost of operation of the planes? 

Mr. Wuire. It is based upon the actual reduction in the flying 
hours, and the average costs of flying hours. 

Mr. Gartock. That average cost includes the gas, oil, et cetera. 

Mr. Wuirte. What we are trying to do is to go along to meet the 
original test which I said I understood that you were driving at, to 
cut down the people who would never return to combat. 

Mr. Scrivner. That is one of the big reasons; yes. 

Mr. Wuire. On that we have gotten certain rules moving forward. 
We are going to remove courier service people, for instance, from 
flying status positions. 

We have set up a central flight status selection board which will 
review all officers who have had 14, 21, or 28 years of commissioned 
service, to see whether they should be removed from flying status. 
We are going to remove any officers that are overage in grade. 

They have to face the board. We had the first board convened on 
the 27th of January, and we had a second board convened on the 
3d of February on it, because we just got started on it. They reviewed 
the records of 24 officers, and 8 of the 24 were removed. 

Now, the program will get really under way probably around the 
first part of April, because we have asked for the reports on all officers 
with 14, 21, and 28 years of service. That is the-big bulk of them, 
and we have asked for the overage officers. Those records are coming 
into the Air Force now. 

Mr. WiacieswortH. Does that $15 million reflect primarily a 
saving in flying hours? 
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Mr. Wuirz. The way they arrived at that figure of $15 million 
was to take the number of flying hours that came down. In other 
words, if you had applied the 1953 standard to the 1954 program we 
would have flown 67 first-pilot hours. We are actually flying 50 
first-pilot hours. There is a cut of 17 first-pilot hours. 

Mr. Wice.teswortu. Then the $15 million saving reflects entirely 
a reduction in flying hours? 

Mr. Wurrw. Yes. 

Mr. Wiceteswortu. In addition there would be certain other 
savings, would there not? For instance, savings would be reflected 
in the number of overhauls, would they not? The Navy savings 
reflected that. 

Mr. Scrivner. That is included in the average cost. 

Mr. Wuirs. That is included in the average cost per flying hour. 

Mr. Gartock. They include the gas, oil, spare parts, and overhaul 
in that average cost per flying hour. 

Mr. WiaeLeswortnu. There are some other indirect costs which 
would probably come into the picture, also, are there not? 

Mr. Wuire. Actually, it is based upon the fact that we flew less 
hours. There is a difference in the standards between 1954 and 
1953. If you would use the same standard for 1954 that we used in 
1953 we would have flown 332,000 more hours than we flew. 

Mr. Wieetesworts. 332,000 flying hours? 

Mr. Wuire. Yes. 

Mr. Gartock. There would be some savings in the support ac- 
tivities, Mr. Chairman; they would be pretty minor. This is the 
bulk of the money here. 

Mr. Scrivner. Should there not be reflected someplace a savings 
in the number of planes that have to be maintained or made avail- 
able in certain areas for this proficiency flying? 

You would think so, if you are cutting down the number of flying 
hours that much. 

Mr. Gartock. The only area we have with a big problem of main- 
taining planes just for proficiency flying is the Washington area, 
because of the tremendous number of pilots in this area. 

Mr. Scrivner. Has there been any indication of a reduction in the 
number of planes necessary to be maintained available for this 
purpose? 

Mr. Wurrs. Fifty-six have been reduced for this fiscal year. 

Mr. Scrivner. Well, that is a help. 

Mr. Gartock. How about the Navy? 

Mr. Wuirs. This is Air Force. 

Mr. Scrivner. I have one or two more questions, Mr. Chairman, 
before we conclude this. 

You state you are making a reduction to 60 hours for those who have 
reached 50 years of age and have had their ratings for 20 years? 

Mr. Wuirs. Yes. 

Mr. Scrivner. Why is it 60 rather than any other number, or none 
at all? It would be a little over an hour a week. 

Admiral Rss. Sir, we figured there should be some reduction. 
We thought that was the intent of Congress. We picked it as between 
48 and 60. The 48 was to get the 4 hours a month. The other is 
just a zone to work with. You cannot always exactly get 4 hours a 


month. 
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Mr. Sertvner. Sometimes a pilot goes out on a flight and may get 
head winds or may not be able to land just exactly when and where 
he figured when he started out. 

Admiral Rees. That is right. 

Mr. Scrivner. Of course, as I say, Mr. Secretary, you have not 
really had the time necessary to really see what the results are going 
to be. We can understand that, but by next year there should be 
a pretty comprehensive picture. 


FLIGHT PAY FOR NONRATED PERSONNEL 


Now, you referred in here some place to the nonrated personnel who 
get flight pay. Who gets that, and why? You say you are taking 
the couriers off. Who else is involved? 

Mr. Wuarrs. The couriers are coming off. We have also taken off 
some of the flight surgeons. 

In addition to that—I think this is what you are talking about—we 
are trying to apply what we think is a standard, and we are going to 
try to remove officers who cannot reasonably be expected to provide 
air leadership or who could not serve in operational capacities because 
of highly specialized training. We are getting at that group of people, 
by requiring that all officers with 14, 21, and 28 years of service come 
before a Status Selection Board to have their records evaluated, to 
see whether or not they should or should not be on flight status. 

Mr. Scrivner. You got a little away from my question. What 
type of personnel besides couriers would be the noncrew members who 
would be entitled to flight pay? 

Mr. Wurre. Colonel Gibson, can you answer that? 

Colonel Gipson. I believe, sir, that the only people we have on 
flight status who are not rated are the medical people, the Secretary 
mentioned, couriers and a limited number in flight test, technical or 
research activities. 

It is those categories and other related people, such as a very small 
number of flight stewards. 


ACCIDENT RATE 


Mr. Scrtvner. There was some comment made last year, though 
it has not been discussed this year, about proficiency flying and a few 
other things. What has been the experience during the past year as to 
proficiency flying as it relates to accidents? Have there been many 
accidents occurring in the proficiency flying? 

Colonel Greson. Sir, the accident rate generally in the Air Force is 
going down. However, the costs of accidents, due to the nature of 
the equipment, are going up. Fatalities are going up, because 
accidents are more fatal than they used to be. You do not walk away 
from an accident any more. 

My point is that as the complexity of the equipment goes up, which 
is the point the Secretary made in his brief before the committee, we 
in the Air Staff are worried about the accident rate becoming some- 
thing we cannot live with. 

Mr. Scrivner. Is there any difference in the accident rates? 

Colonel Ginson. The accident rate presently in the past year has 
dropped off. 
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Mr. Scrivner. Is there any difference in the accident rates as they 
relate to proficiency flying and as they relate to operational flying, 
generally speaking? 

Colonel Gisson. I would say in the proficiency flying they are 
above the others. 

Mr. Scrivner. Have you any information you can put in the 
record? 

Colonel Grsson. We can supply it for the record. 

(The information is as follows:) 

In 1953 a comprehensive study of the relation of duty assignment to pilot 
accident rates was completed. The purpose of that study was to analyze existing 
and anticipated accident rates of pilots who were assigned primary duties other 
than flying and were in a proficiency category, as compared to the accident rates 
of those pilots assigned to primary duty as pilot. 

It was determined by that study that the pilots whose duty assignments are 
other than flying have an accident rate double that of pilots assigned to flying 
jobs, and that this difference in accident rates could be accounted for only by the 
differences in the amount of flying performed by each eategory. This study was 
comprehensive and the difference in accident rates was adjusted to include all 
accident exposure factors. 

Mr. Mauon. Mr. Scrivner, if you will permit an interruption, the 
point seems to be that, if proficiency flying is producing too many 
accidents, are these additional accidents because and by reason of 
the limitation of hours, and so forth? That seems to be the point 
you are seeking to get at. 

Mr. Scrivner. Whatever the reason is. It may be the type of 
equipment. It may relate to the times they are doing the flying, or 
the location. It could relate to so many things that you cannot 
pinpoint it on any one. 

Mr. Manon. I would like for the services to undertake to relate it 
to these things. If you can do it, let us come up with an answer at 
this point in the record. 

Admiral Ress. That is one of the reasons we want to wait until 
next year. 

Mr. SHepparpd. May I interrupt at this point? 

(Discussion off the record.) 

General Asensio. What we are confronted with here is that we 
have a provision which has been in effect since July 1, 1953. It 
takes time to make those evaluations of which you speak. Conse- 
quently, I doubt that we would have more than 6 months’ experience 
of 1953 to address ourselves to. 

Mr. SuHepparp. That is insofar as the effect of the restriction on 
proficiency flying might apply to the crackups. 

General Asensio. That is correct, sir. 

Mr. SHepparp. Because you are not in a new field in any other 
operation. 

General Asrenstio. That is correct, sir. 

Mr. Suepparp. All right. 

General Asrensio. We have another consideration here. That is 
that any deleterious effect of this provision, so far as our young pilots 
are concerned, could be produced only from the statistics developed 
over a considerable period of time. 

Mr. Miter. General, why would it have any deleterious effect so 
far as the young pilots are concerned? You can fly them as long as 
you want to train them. 
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General Asensro. Sir, any officer on an administrative assignment 
is subject to the limitations of that provision. 

Mr. Mruter. No, sir; not at all. 

Mr. Wuirs. That is the way the provision reads, sir. 

General Asensio. That is the way it reads. That is the way7it was 
interpreted, sir. 

Mr. Miter. That is not the way it was debated and is not_the;way 
it was intended. 

Mr. Scrivner. The Secretary of the Air Force had the power, and 
still has the power, to assign any flying officer to training flying. 

Mr. Wuire. Then it has been more rigidly controlled. We have 
understood the intent of Congress to be, and I think the Secretary of 
Defense has operated on that basis : 

Mr. Scrivner. This was confined solely to MIT or proficiency 
flying period. 

Mr. Suepparp. That is what the language states, clearly. 

General Asrensio. That is correct, sir. We have taken a more 
strict interpretation. If we have been in error then we are delighted 
to learn that we have been in error, because our primary concern is 
that young officers, who almost certainly if there comes a need will be 
required for combat flying, be trained. Most of our aces in Korea 
were of that sort. 

Mr. Mitier. General, if I might interrupt you, you have not only 
been in error, but department intelligence or research or something has 
been deplorable, because we have talked about that ever since this 
matter came up. 

We do not want to interfere with your training program. I do not 
know how many different languages this committee has to say that 
in, or how often we have to put it on the floor of the House, but it 
was never conceived with any other purpose. You have put up a 
bugaboo and started fighting it. 

I am getting tired of hearing about that. I do not care if a man 
works in the Pusan for 20 years; if the Air Force thinks that he 
ought to fly more than 100 hours a year we do not care how long 
you train him. 

General Asrnsio, Sir, if we have been tilting with windmills we 
will be very happy 

Mr. Mruxer. You certainly have, ever since this came into the law. 

General Asensto. Then we will be delighted to dispense with the 
windmills. 

Mr. Suepparp. May I ask a question? I do not want to belabor 
this, but I am trying to satisfy my own mind on this. 

The language which is inserted in this bill, which, as I understand it, 
is the final interpretation you gentlemen expressly refer to, is section 
625, formerly, now numbered section 720. I will read it: 

Notwithstanding any other provision of law, Executive order, or regulation, 
no part of the appropriations in this or any other Act shall be available for any 
expenses of operating aircraft under the jurisdiction of the Armed Forces for the 
tenet of proficiency flying except in accordance with regulations issued by the 

etaries of the Departments concerned and approved by the Secretary of 
Defense which shall establish proficiency standards and maximum and minimum 
flying hours for this purpose, but not to exceed one hundred hours during the 
fiscal year— 
You have a limitation of 100 hours on proficiency flying. 
Mr. Scrivner. That is right—proficiency flying. 
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Mr. Suepparp. Beyond that there is no limitation. 

Mr. Mituer. In order to draw proficiency flying pay. 

Mr. SuHepparD. That is right. It is the interpretation of the 
word “proficiency’’? 

Mr. Wuire. That is correct. 

Mr. SHerparD. And how elaborate you are going to interpret 
that word. 

Mr. Manon. I, frankly, have not so many questions to ask, except 
to insist, Mr. Chairman, that the answers Mr. White and others have 
undertaken to supply be supplied. You have not finished your sen- 
tences in response to these questions. Will you do that for the purpose 
of the record? 

Mr. Wuire. Yes, sir. 

Mr. Scrivner. Now, Mr. Chairman, may I make another observa- 
tion? That is in connection with the statement made by Mr. White, 
relating to the proficiency flying, where he starts out, 

Proficiency flying is being relegated to a byproduct benefit of this flying and 
flights for the sole purpose of proficiency flying are being conducted only when the 
pit, mane complete his minimum proficiency training while performing such 
alrult. 

In other words, you are doing something that Congress has thought 
should have been done a long time ago. You have by this eliminated 


a lot of abuse about which we have talked, where someone is flying 
for the sake of a joyride, either hunting pheasants or going to a foot- 
ball game or something else. 

Now you tell us under this program that you are having these men 
get their proficiency flying by flying aircraft that are producing some 


useful, beneficial purpose for the Air Force. 

Mr. Waite. That is right. 

Mr. Scrivner. Whether it may correspond to MATS or some other 
flying. At any rate, you are making the two work together? 

Mr. Wuire. That is right. 

Mr. Scrivner. For that the Air Force is to be commended. Per- 
haps if that had been followed more in years past there might not 
have been the criticism of proficiency flying that did arise. 

Mr. Warre. I wonder if I could say one thing? I am sorry, Mr. 
Mahon; I did not realize I had not answered the questions you asked. 

Mr. Manon. It was not your fault. I mean, you were interrupted. 

Mr. Wuitr. What I was driving at here was whether or not it 
could not be considered that the primary purpose is to get people off 
of flying who should not be flying, and whether or not this clause it- 
self does not do that, but does more than that and restricts people 
who should be flying. In other words, what I am trying to say is 
this: If you take a young officer who is in the Pentagon Building, and 
you get him out of SAC, we will say, and he is going to return to 
SAC, and is definitely going to be a combat pilot, maybe the com- 
ms would consider not restricting him to 100 hours of proficiency 

ying. 

Mr. Scrivner. All in the world the Secretary has to do is to assign 
him to training flight. 

Mr. Gartuock. I was going to say, as I listened to what the com- 
mittee is talking about, if a pilot needs training flights the Secretary 
of the Department should so order. You do not want to cover the 
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football games and the pheasant hunting, which was discussed awhile 


ago. 

Mr. Scrivner. That is right. The Secretary has plenty of au- 
thority to assign any of these officers to training flights. 

Mr. Mitier. Whatever training hours he may need instead of 100 
hours, if he wants to. 

Mr. Manon. I think there is some doubt in my mind as to what 
this language means, as to this 100-hour restriction, and as to that 
provision about regulations approved by the Secretary. As I under- 
stand Mr. Miller, he believes that the Secretary can say, ‘You are in 
the Pentagon. You have an administrative job. Under the circum- 
stances [ am making a regulation which will provide you will fly 200 
hours a year.” 

Mr. Miuurr. Certainly. 

Mr. Manon. That is your interpretation. That is not the inter- 
pretation of the Air Force. 

Mr. Mitier. Let me give you my understanding. Of course, this 
word “proficiency” is a bad word. 

Mr. Manon. It is a good thing. 

Mr. Miter. These things were done to allow an officer, if entitled 
to it, to draw flying pay. All this amounts to is what he has to do to 
draw flying pay. It is certainly not my understanding—nor what I 
believe was that of those who drew the language—that it would 
interfere with any worthwhile training which was considered 
desirable. 

Mr. Manon. You mean an administrative officer in the Pentagon 
under the language of this bill can be assigned to unlimited proficiency 
flying, provided it is thought to be necessary? 

Mr. Scrivner. No, not unlimited proficiency flying, necessary 
training flying. 

Mr. Manon. And desirable. 

Mr. Sertvner. But not unlimited. 

Mr. Training flights. 

Mr. Scrivner. Training flights. In other words, let us say you 
have a pilot who has just come back from Korea, who is a young 
pilot. He has been assigned to a desk job in the Pentagon. He is 
flying jets. He may come in, as the Secretary says, from SAC, where 
he has been flying the 47’s. 

If the Secretary feels that that man needs some training flying in 
addition to what we normally call the proficiency flying, the Secretary 
has all the power in the world to assign him to training flying missions. 

Mr. Manon. Is that the situation? 

Mr. Wurre. If that is the interpretation of the committee that is 
satisfactory. 

Mr. Suepparp. Off the record. 

(Discussion off the record.) 

Mr. WiceLeswortn. Are there any further questions? 

Mr. Manon. I just want this thing to be fully. developed. Have 
you given us fully the Air Force viewpoint and the Navy viewpoint 
on this situation? 

Mr. Garvock. Does the Navy have anything further? 

Admiral Regs. No. 

Mr. Manon. Have you given us the full picture? There are some 
questions I had, but I was absent part of the time. Have you given 
us the picture? 
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Mr. Wurre. On the basis of this interpretation we are satisfied. 

Mr. Manon. I do not know whether this would be a controllin 
interpretation. Maybe we could doctor it up with a little additiona 
language. 

Mr. WieeLeswortuH. We could include a statement in the report, if 
necessary. 

Mr. SHepparD. We could put it in the report, if necessary. Could 
you not do that, Mr. Scrivner? 

Mr. Scrivner. There was never any other intention. I do not 
know yet how somebody could ever interpret proficiency flying as 
anything except proficiency flying, and how in the world they could 
ever interpret it to relate to or interfere with training flights. 

Mr. Manon. We cannot have proficiency interrogation without 
some luncheon period, Mr. Chairman. 

Mr. Wicc.Leswortu. I might say for the record that the Navy 
testimony indicated a saving of 65,770 flight-hours at a dollar saving 
of $985,000, plus $224,000 resulting from the fact that it was unneces- 
sary to overhaul 166 engines, or a total saving of $1,209,000, not 
counting certain indirect savings. 

Mr. Manon. I would like to know, Mr. Chairman, from the Navy 
if they think that is a legitimate saving that should have been made, 
and that the saving was made without expense to the national defense 
and the program of the Navy? I think that would be significant. 
What do you say to that? 

; age Rees. I think we would like to have had more training 
ights. 
‘ Mr. Manon. Would the Navy have been necessarily more pro- 
cient? 

Admiral Rees. For the long run, right now we do not know. As 
stated in the last paragraph of Mr. White’s statement, the effects will 
be under close study during the coming year. 

Mr. Scrivner. We will know next year. 


AFTERNOON SESSION 


Mr. WigGLEswortH. The committee will come to order. 


TRANSPORTATION OF Goops AND EFFrects 


We will take up where we left off this morning. The section for- 
merly numbered 629, referring to ‘Allowance for transportation of 
household goods and personal effects,’ is submitted with a recom- 
mendation that it be deleted. Do you have a statement on that, 
Mr. Secretary? 

Mr. Wuire. It is recommended that the provisions of this section 
be deleted from the fiscal year 1955 Appropriation Act. This restric- 
tion drastically reduces the allowances contained in the joint travel 
regulations for a permanent change of station which range from 24,000 

ounds for generals and admirals to 400 pounds for an aviation cadet. 
he growth of family responsibilities, as individuals mature and pro- 
gress in rank, inevitably involves an expansion in the volume of 
required household goods. This principle should conform to that 
reflected in permanent statutes of differentials by grades which estab- 
lish the size of quarters, allowances, the family quarters allowances, 
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and basic pay itself. The scale provided in the joint travel regula- 
tions is considered to be necessary to avoid individual hardship and 
low morale. 

The Navy Department has maintained detailed records on the 
effects of this section. The following is a summary of these records: 

During the period of July 1953 through January 1954, 478 Navy 
officers, being transferred from one station to another, were penalized 
for retaining and shipping to their new destination bousehold goods 
and effects in excess of the 9,000-pound limitation. These 478 officers 
paid the Government $51,130.14, an average of $106.97 each, for the 
privilege of retaining their possessions. During the period of July 
1953 through March 19, 1954, 54 Marine officers paid the Government 
$3,864.49, an average of $71.56 each, for the same privilege. Neither 
the Army nor the Air Force kept detailed records; however, their 
records do indicate the following: 

Approximately 1,090 Army officers paid the Government an esti- 
mated $327,000 and approximately 2,000 Air Force officers paid the 
Government an estimated $154,000. 

A study of the practices of leading civilian concerns reveals that a 
vast majority do not impose restrictions such as those contained in 
section 629. We can present documentary evidence, if it is desired, 
to support this statement 

It has been a truism in the service that “4 permanent changes of 
station equal 1 fire.’’ The unavoidable losses and damage to house- 
hold effects should be taken into consideration before additional 
financial burdens are added in the form of weight restrictions. 

At the request of the chairman of the House Armed Services Com- 
mittee, the Department of Defense is drafting substantive legislation 
on the ee of shipment of household effects which will eliminate 
the need for limitations imposed by this rider. 

Mr. Wiccieswortnh. What is the status of that draft? 

Commander Maran. I am Commander Maiman, Director, 
Household Goods Division, Bureau of Supplies and Accounts, Navy 
Department. 

In answer to your question, sir, Dr. Hannah’s office is drafting a 
memorandum to the services which will form an interservice commit- 
tee to study the situation to recommend such substantive legislation 
as might be required on this matter. It was a quite recent letter, sir. 

Mr. Wiae esworrn. It has not been drafted, and it contem- 
plates merely setting up a study group; is that right? 

Commander Maran. Yes, to provide the Armed Services Com- 
mittee substantive legislation. 

Mr. WiacLtesworts. When will that be available? 

Mr. Wurre. Is it intended that that will be submitted to Congress- 
man Short this session? : 

Commander Maran. It was intended that it be given to Con- 
gressman Short very soon, sir. 

Mr. WiacieswortH. Do you have a breakdown of the officers 
by rank who paid the extra funds out of their own pockets? 

Commander Maran. I do for the Navy and the Marine Corps. 

Mr. Scrivner. Does that compilation also show where they were 
stationed and where they moved to? 

Commander Maman. It does not, sir. 
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Mr. Scrivner. It might be interesting to have that. It might also 
be interesting, if they are outside of the country, to show how much 
howeeeaan goods was moved out with them and what they brought 
back. 

Mr. WiacLeswortn. I notice apparently, under the regulations in 
force before this provision was adopted, that lieutenant commanders 
were limited to 9,500 pounds, and aviation cadets to 400 pounds. 

I wish that you would furnish for the committee, a breakdown, not 
only in respect to the Navy and the Marine Corps, but in respect to 
all the specified overpayments, showing the officers by rank who paid 
the extra funds and the amounts paid by each. 

(The information re Navy and Marine Corps is as follows. Army 
and Air Force information will be furnished the committee at a later 
date:) 


Information concerning number of Navy ard Marine Corps officers required to 
reimburse the Government for shipments of household effects weighing over 9,000 
pounds for the period Juiy 1958 through January 1954 for the Navy and the 
period July 1953 through Mar. 19, 1954, for the Marine Corps 


NAVY 


Number Total Average Total Average 
Grade of amount amount excess excess 
officers jreimbursed/reimbursed| weight weight 


23 3, 574. 85 155. 42 60, 899 2, 648 

A EEE ae 177 21, 957. 52 124. 05 362, 494 2, 048 

169 | 16,877.70 99. 87 259, 213 1, 534 
1 


Lieutenant commander... 108 | _8, 642. 98 80. 03 125, 305 


ARINE CORPS 


Major general 249. 36 124. 6 


Commander Maiman. In answer to the question previously asked 
as to whether they were from overseas or not, specifically those 
individuals who have gone over prior to July 1952 and returned after 
July 1, 1953, as a result of section 629 legislation, would not be 
included in this group because they would not have had a checkage 
effected against this pay account. There could very well be instances 
of individuals who came back prior to July 1, 1953, who have been 
affected by these checkages. In fact, relief legislation has been recom- 
mended for those individuals in that category. 

Mr. Gartock. My observation on this section is that by the time 
he gets to the rank of lieutenant colonel or colonel, or into the higher 
ranks, and with the size household and family that you would normally 
expect him to have, he would then have more than 9,000 pounds of 
furniture. 


106. 97 810, 551 | 1, 696 

¢ 1, 733 1, 733 
8 2, 967 1, 483 
8 4, 592 1, 537 
Colonel... 25 1, 908. 33 76. 33 47, 320 1, 892 
17 939. 29 55. 25 14, 925 878 
6 503. 38 72. 23 | 6, 153 879 
54| 3,864. 49 71. 56 77, 690 8, 402 
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If you are going to expect the officers to move every 2, 3, or 4 
years—— 

Mr. Scrivner. We are hoping that some of the moves will be cut 
out. That is one of the big gripes we find. 

Mr. Gartock. We basically follow the rotation plan, whether the 
rotation is on a 2-year basis or a 4-year basis. I certainly concur that 
we should cut down some of the rotation, but when he makes that 
move he must reasonably expect that he will take his furniture along 
with him. We can not expect him, as I see it, to dispose of a certain 
amount of furniture to meet the weight limitation and then buy re- 
placements when he reaches his new station. The weight limitation 
with respect to Federal civilian employees is lower than this, however, 
civilian employees are probably moving because it is to their personal 
advantage. The military are not moving for that purpose. I think 
that we are making a restriction here that is affecting a fairly small 
group of people, but on the face of it a lot of the others are being 
crimped. All have to be governed by the 9,000 pounds limitations. 

There are a number of military personnel that live in the same part 
of Alexandria as I, and since they must necessarily move their books 
and everything they need including their professional equipment) 
they will soon exceed the limitation 9,000 pounds. They have their 
choice on the next move to sell down to 9,000 pounds, or pay the 
difference for the excess above that amount. If the move is from 
here to the west coast in most cases they will have to sell it because of 
the cost involved. 

ALLOWANCES FOR CIVILIANS 


Mr. Scrivner. It might be well, Mr. Chairman, in view of one 
of the statements made in anticipation of a question that I was going 
to ask, that we insert in the record what the Government allowances 
are for civilians in Government moving. 

(The information is as follows:) 

2. Weight allowances for movement of household goods other than in the 
Foreign Service of the State Department. 

Executive Order No. 9805 of November 25, 1946, as amended by Executive 
Orders No. 9933 of February 27, 1948, No. 10196 of December 20, 1950, No. 
10274 of July 18, 1951, and No. 10507 of December 10, 1953 (11 Federal Register 
13823; Federal Register 8220) provides in pertinent part as follows: 

Employees having immediate fanily: 
Shipment involving transportation by vessel over all or part of route Pounds 
or by rail or motor carriers requiring packing or crating. ________- 8, 750 
Shipment by motor carriers of household goods uncrated 7, 000 
Employees having no immediate family: 
Shipment involving transportation by vessel over all or part of route 
or by rail or motor carriers requiring packing or crating .____- ~~~ 3, 125 
Shipment by motor carriers of household goods uncrated 


Mr. Wuire. I have some of that here. For instance, let me read 
this paragraph. 

The term of the restriction presents further inequities in that it does 
not affect the uniformed members of the Coast Guard, the Coast and 
Geodetic Survey and the Public Health Service who continued to be 
authorized the allowances originally stipulated in the joint travel 
regulation. Additionally, personnel in Foreign Service are currently 
authorized weight allowances much more generous than now pre- 
scribed for military personnel of the Department of Defense. As an 
example, a Foreign Service officer with a salary of $3,600 a year has a 
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household-effects shipping allowance of 10,000 pounds, whereas 
an admiral in the Navy with a salary of approximately $10,000 a 
year is limited to 9,000 pounds. Foreign Service allowances are 
graduated upward to a maximum of 18,000 pounds, depending upon 
the salary of the individual concerned. 

Now, I looked into this myself. I have an officer who works for 
me who is a colonel. He is caught by the law that after 4 years he 
has to leave Washington. He has no choice. He will have to go. 
I would rather keep him. The laws says ‘You have to go.” 

Now, he has four children, and the number of beds and the amount 
of furniture he needs and the things that ordinarily accumulated by 
the time you got to be a colonel, he is up to around 11,000 pounds. 
He has the choice of either selling that additional 2,000 pounds or 
paying out of his own pocket for the movement of 2,000 pounds, and 
it is a difficult choice. 

I have talked to a great many officers on this question of what 
they find wrong with the services, and you will find most of their 
wives—and we all know the wives have a lot to do with whether or 
not a man is happy with the service—are upset and disturbed by 
this 9,000-pound limitation. 

Mr. Scrivner. And by the fact that they have to move so many 
times. 

Mr. Wuire. I agree with you. I would not argue about that. 
I think that we should cut down on the number of moves. We have 
tried this year to cut, and I think in the various other hearings we 
have demonstrated some of the things we have done, but the net 
result of this is, while we are trying to cut down the fellow who is 
paying for it is the individual himself. 

Mr. Forp. Do you not think the limitation, even the original basic 
legislation, is illogical? By the time one gets up into the higher brackets 
normally his family responsibilities are correspondingly less. If you 
are going to permit a greater weight allowance, it ought to come into 
the middle brackets when there are younger children involved, along 
the line of the example that you have given. 

Mr. Wuire. The one I am talking about is a full colonel. He has 
four young children. 

Mr. OstertaG. Should not the allowance be based on the number 
of dependents rather than the rank? 

Mr. Garvock. I do not think that is the whole story. We expect 
our senior officers who have command of a post or a station, to 
maintain a certain status in the military community and in the 
civilian community, and they are expected to have a home that 
reflects their status. I think it is only reasonable to move their 
furniture under those conditions. 

As far as the officers in the middle rank being the ones with the 
large families, I do not think that is quite true, particularly in the 
Air Foree. They are still young enough when they get to be colonels 
and brigadier generals to have substantial families at home. For 
example, with respect to the Navy we have 1 rear admiral present in 
this room who still has 6 children at home. I do not think you will 
find the. family pattern follows that distribution. Offsetting it are 
the other social responsibilities that we expect the senior officers to 
take care of. 
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Mr. Scrivner. Here again is a thing that is complained about. 
The Congress has taken restrictive action, and they did so because of 
abuses that existed. I could show you some very classical examples. 
It is not necessary to go into them now. They have been mentioned 
- os past. I do not care to embarrass anybody by relating some 
of them. 

We saw several times where the results souvenir proclivities of the 
American soldier, which includes the officers as well, ran into a tre- 
mendous amount of freight. 

This does not include everybody, but there were a few glaring 
examples of abuses which always bring about some restrictions on 
everybody. 

Now, if there had not been abuses the restrictions would never have 
been written. The services did not correct them and somebody had to. 

Mr. Gartock. I would certainly concur. The long history of 
legislation is to correct abuses. 

Our point on this is that we think we may have a little overcorrec- 
tion and that we are placing a restriction upon a group that was not 
primarily responsible for the abuses and who now are paying the bill. 

Mr. Scrivner. That is alwavs the history of abuses. A lot of 
those who never abuse a privilege at all are the ones that suffer 
because some few abused the privilege to the point where there had 
to be some restrictions. 

Some officer wrote an article during the past week and I think in 17 
years he had 11 moves. I can go one better, where there is 1 that 
moved 5 times in 3% years. That is one of the reasons why the 
families do not want the menfolks to stay in the service. I expect 
after some of the furniture had been moved 3 or 4 times it would be 
better to sell it anyhow and get some new. That hurts the wives’ 
feelings, and I do not blame them. 

If a program is to be followed whereby the moves will be limited, it 
will do two things: First, it will give a better sense of stability to the 
wives and children. They will be able to stay in a community longer. 
It will also create some stability i in the feeling of the officer or enlisted 
man involved, and in turn it would reduce the cost of transportation 
which runs into many millions of dollars. 

It may be if the services—and this includes the Air Force, the Navy, 
the Army, and the Marines—could work out some program of holding 
down some of their rotation to such a point the savings of transporta- 
tion could be demonstrated, it would be possible, and perhaps probable, 
that this limitation could be increased some or revoked and still not 
4 an added burden on the taxpayer of a tremendously large freight 


Mr. Wuirs. The thing that bothers me about this is the fact that 
this is penalizing the individual. When he gets an order to move he 
has to go. He has no choice. It is bad enough for him to break up 
his home and move without taking $300 out of his savings in addition 
to making a move that he may not want to make. 

We know that the price of housing is coming down. These fellows 
when they move are taking a loss on their houses also. The burden 
is getting too much on the individual officer if he has to absorb all 
of these costs out of his own pocket. I know of one officer who had 
$2,500 in his bank account when he was transferred overseas. The 
amount of money that he had to pay for the movement of his furniture 
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and the loss he had to take on his house wiped out the $2,000 or $2,500, 
and he did not have anything when he came back. 

Mr. Scrivner. You are not blaming Congress for the loss on the 
house? 

Mr. Wuire. No, but I say that all these things keep adding up. 

Mr. Scrivner. I just want to point out that is not the fault of the 
Congress. 

Mr. Wuirs. I agree. 

Mr. Forp. As I look at the figures cited here, they come to around 
$530,000. Does that seem to be about the amount it would cost in 
addition if we removed the limitation? 

Mr. Gartock. It would cost more than that. 

Mr. Forp. How much? 

Mr. Gartock. I do not know. I do not know just how many 
military personnel reduced their household effects to the 9,000 to 
avoid any payment. A lot of them have done that. 

Mr. Warre. They have sold their furniture off, or given it away, 
and gone into a new place and bought new furniture. 

Mr. Forp. What can you forecast would be the cost if this limita- 
tion were removed? 

Admiral CLexton. It would be under $1 million, I would say. 

Mr. OstrrertaG. For all the services? 

Admiral CLexton. Yes. 

Mr. Garuock. I will put it this way, you give us $1 million to pay 
the overage and we will keep it within the $1 million. 

Mr. OstertaG. You will take the heat instead of the Congress? 

Mr. Gartock. Yes. It is hot enough now. 

Mr. Wuire. Referring to the article that Mr. Scrivner mentioned, 
it said that 4 rooms of furniture weighed 9,000 pounds. 

Mr. Scrtvner. My information is that he is wrong on that—it will 
cover 6 or 7 rooms. 

Mr. Gartock. I have checked with moving people here in the 
District and they tell me the average out-of-town move is only about 
7,000 pounds, but in talking to the head of the organization, he says 
it is rare that they actually go and pick up a full household of furni- 
ture. The people in the house cut down to what is worth moving. 

Mr. Miiuer. Do you not think that is desirable? 

Mr. Gartock. And they only move infrequently. The milita 
moves so regularly, and one cannot be buying and selling your furni- 
ture all the time. 

Mr. Mituer. You know that many have a permanent residence at 
home where they keep a lot of belongings. 

Mr. Gartock. I was thinking of an added suggestion if the com- 
mittee is concerned. We can limit so they would not bring back any 
more than they took over. 
uit a Scrivner. That would undoubtedly cut down on the freight 

Mr. Manon. That would be ridiculous. 


ABSORPTION OF COST ON LIFTING OF LIMITATION 


Mr. Forp. If this limitation is taken off, could all three services 
absorb the extra amount out of their present budgets? 

Mr. Wurre. The Air Force could. 

Mr. Forp. Will all three services be able to absorb the extra cost? 

Mr. Garuock. Yes. 
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Mr. Tracy. The saving resulting from this section is around 
$125,000 a year. We could absorb it without any trouble. 

Mr. OstertaG. Where would that be absorbed? 

Mr. Lanman. In personnel appropriations. 

Mr. Osrrertac. The Army’s extra cost, if this limitation is removed, 
would be around $125,000? 

Mr. Tracy. A small amount; that is correct. That was the say- 
ings estimated last year. 

Mr. Wuire. We would still be covered by the restrictions in the 
joint travel regulations. The colonel that I mentioned, instead of 

eing limited to 9,000 pounds, would be limited to 11,000. 

Mr. Forp. In effect, Mr. Tracy, the $327,000 here for the Army is 
a derived figure. If we went back to the basic legislation, some of 
these same people would have to pay some overages anyhow. 

Mr. Tracy. I do not know what the figures are, but it is possible 
because, as Mr. Garlock said, we have other limits than those imposed 
by this section. There are limits imposed by the joint travel regula- 
tions, and any overages over those result in a requirement for excess 
payments by the individual. That may be where this figure of 
$327,000 is generated. 

Mr. Ostrerraa. In other words, the statement by Mr. White, was 
to the effect that in the Army 1,090 Army officers paid the Govern- 
ment an estimated $327,000 for overages. From your statement, we 
would take $125,000 away from that and part of the officers would 
have to pay. 

Mr. Tracy. That may be because they are over the allowance 
provided by the joint travel regulations. I am not familiar with 
these figures. 

Mr. Wuire. The story is this—if you take the joint travel regula- 
tions which were in existence before this provision went in, that set the 
ceiling; 11,400 pounds, I think. So, with regard to the colonel that 
I have talked about, anything over 11,400 pounds he would pay for, 
but that is more realistic for the colonel. Anything over 11,400 
pounds, the armed services feel, would be all right for him to pay for. 

Mr. OstrertaGc. Would the Army, the Navy and the Air Force then 
be satisfied to revert to the basic legislation? 

Mr. Wuire. That isright. That is what we are asking for. 

Mr. Scrivner. How many officers or enlisted men would stay in 
the service because you reverted to the old travel regulations? 

Mr. Wuire. I could not answer that. All I can say is that I have 
been down here a year and a half and I[ think that I have heard many 
objections of the military personnel, and the things that the wives of 
the ney personnel objected to most was the restriction to 9,000 
pounds. 

Mr. Scrivner. You did not hear them complain about the frequent 
moves at all? 

Mr. Wuirs. I have heard them complain very much about the 
frequency of moves, and the timing of the frequency of the moves. 


TABLE OF WEIGHT ALLOWANCES 


Mr. WiceGLeswortu. Please furnish for the record what those basic 
allowances are, or were for all three services. 

Mr. Yes. 

(The information requested is as follows:) 
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Mr. Manon. We have been batting this issue back and forth for 
a number of years. When you get up into thousands of pounds of 
furniture, it sometimes seems like people are moving the stock of a 
retail furniture dealer. I know very little about this question. 

Mr. Garlock, you have mentioned the fact that the average move 
out of Washington is less than 9,000 pounds. 

Mr. Gartock. Oh, yes. 

Mr. Manon. In Washington you have a tremendous number of 
people who come up here, single people, both men and women, who 
live in small apartments and they dispose of a lot of their stuff, but a 
few prize pieces they want to take home when they leave Washington. 
That would, to some extent bring that figure way down, I would be 
interested in knowing approximately how most of this is shipped. Is 
it crated or shipped in a van? 

Mr. Wuirz. This 9,000 pounds is net. I believe it goes mostly 
by van at the present time. 

Commander Maran. For the most part, continental moves would 
go by van; in other words, moving between continental duty stations. 

Mr. Manon. So the stuff is really not crated? 

Commander Marman. No. We call it preliminary packing. 

Mr. Manon, There is not much weight added. 

Commander Maran. No. 

Mr. Manon. Some of this goes overseas. All of that would be 
crated? 

Commander Maiman. Yes. 

Mr. Manon. And what is brought back would be crated? 

Commander Maiman. Yes. 

Mr. Manon. It would add vastly to the weight to crate it. 

Commander Marman. Probably 40 percent. 

Mr. Manon. So it seems to me if you are going to be realistic 
about this, you have to take into consideration net weight. 

Commander Maran. Yes. 

Mr. Manon. Is that what we are taking into consideration? 

Mr. Wuire. It is. 

Mr. Manon. Now, it would be easy to determine the approximate 
weight of furniture in a living room, a kitchen or a den, or bedroom 
or a playroom, and so forth. If you have a dresser and a chest of 
drawers and a picture and a mirror or so, and a bed, a table and a rug, 

ou know what that would weigh. I do not have the slightest notion. 

f you could approximate for reasonable people what they would 
normally have in a room you could settle this kind of thing—9,000 
pounds sounds terribly heavy. 

Mr. Gartock. I know an officer in my neighborhood who has a 
six-room house, a house the same as one has in the metropolitan area. 
He has a little over 12,000 pounds in it and it is just reasonably well 
furnished. 

Mr. Miter. How many books and heavy articles does he have? 

Mr. Manon. He should not have to burn his books. 

Mr. Miuer. If he had a big library it could make a one-room 
house pretty heavy. 

Mr. Gartock. It is not a large library. Most of the books are 
games me books. It is not so large that when one goes into the 

ouse it looks like it is all library. 
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Mr. Forp. Could you supply for the committee some figures from 
the Association of Movers of what the average move is on a nationwide 
basis. 

Mr. Manon. Not necessarily the average move. That would be 
no good. What would be the move for a normal family? 

Mr. Scrivner. They can tell you pretty well what would be in an 
average 6-room house, or a 7-room house. 

Mr. Manon. Regardless of what it might mean to us, I would just 
like to know. The clothing and everything else goes into it, does it 
not? If you could establish that in the average American home 
where they have 6 rooms they have 12,000 pounds of furniture, that 
might be taken when they move, that would be of interest. Nobody 
has ever approached it from that standpoint, it seems to me. While 
I do not think that we should restrict people too much, I think that 
we have heard enough about it. I think that we should handle it 
administratively rather than through this legislative gadget. 

Mr. Scrivner. We did let it be handled administratively and there 
were abuses. 

Mr. Wuire. I think if you remove the provision the Secretary of 
Defense would establish regulations which would be within the joint 
travel regulations which themselves are not high. As I say, a colonel 
under the joint travel regulations gets 11,000 pounds. If Mr. Gar- 
lock’s figure is right, then the colonel with 12,000 pounds would 

Mr. Manon. The colonel may be talking through his hat. 

Mr. Gartock. No, sir. This particular colonel had the receipted 
bill for the overage he paid. 

Mr. Manon. If we had several examples like that you would have 
some basis upon which to determine what is the weight of the bedroom 
furniture and some of the other rooms, and then you could give 
people an idea of about what it is. When these figures are men- 
tioned they seem so big. 

Most of the members are so busy worying about other weighty 
matters they do not have time to weigh furniture, you see. We need 
guidance. If you people are as interested as you appear to be, get 
some — 

Mr. Forp. Off the record. 

(Discussion. off the record.) 

Commander Marman. I would like to comment on a particular 
point of the colonel in this case with his 12,000 pounds. -Even he, 
of course, would be 1,000 pounds overweight in his allowance, and 
he would be checked for 1,000 pounds as a result of the limitations 
in the joint travel regulations. 

The Secretaries of the various services did set up weight allowances, 
and in the case of the colonel he was allowed 11,000 pounds until the 
weight restriction was imposed to 9,000. He would have a checkage 
for moving in excess of 11,000 pounds. 

Mr. Mitter. At what rank do you get down to 9,000 pounds? 

Commander Marman. A lieutenant commander or major is 9,500. 

The question that Mr. Scrivner raised was for figures for the various 
services, and that is going to be provided. That is in our joint travel 
regulations. 

he Secretary prescribed those in 1951. The Navy lieutenants or 
Army or Air Force captains have 8,500 pounds. The lieutenant com- 


514 


mander or major, 9,500 pounds. A lieutenant colonel or commander 
is 10,000. A brigadier general is 12,000. 

A standard 6-room house has between 9,500 and 11,000 pounds 
of furniture in it, depending on type of furnishings and age of children. 

Mr. Manon. I do not think there should be any regulation which 
should prevent American citizens who are serving abroad from 
bringing back a greater weight than they take over. They would 
certainly be abnormal and subject to congressional investigation if 
they did not find something abroad they would want to bring home 
and add to their household belongings. 

I do think that there might be instances where people have served 
such a short period overseas that we could buy them the furniture 
they use and not have them take their own furniture over and bring 
it back. I do not know what the term of service is that you require. 

Mr. Gartock. We would have to have enough housing under 
Government control to be able to say to them that when they leave 
their duty station in the United States they are to have a furnished 
house overseas. We are approaching that in one or two areas. We 
will look into that possibility. At such time that we can do it, it 
might be possible to limit the weight moved into those areas to a few 
hundred pounds. They would store the balance of their furniture in 
the United States. As of now, we do not know that we can give'them 
the house. 

Mr. Wiac.eswortu. Automobiles are carried over and above the 
limitation; are they not? 

Mr. Garuock. Yes. 

Mr. Suepparp. From your experience in handling this operation, 
how close have you checked on the weight of furniture? In other 
words, what is considered to be the weight of furniture for the ordi- 
nary middle class bedroom suite? Can you tell me that? 

Commander Marman. I cannot tell you that, sir, but I can tell 

ou we do have figures available on the approximate cubic footage. 
hen we convert cubic footage into poundage for individual items. 

Mr. SHepparp. Suppose that a man has three children. Each 
would have to have a bed to sleep on, the same as for an adult. That 
would add to the total weight of the required shipping of an individual, 
and if he is not allowed that he has to pay for it himself. 


SALE OF PRIVATELY OWNED AUTOMOBILES OVERSEAS 


Now, with reference to the automobile situation—and I say this 
from an individual point of view—the last report I received was that 
we have a considerable black-market operation going on by some of 
our personnel in the disposition of cars. Are there any comments 
that you want to make on that? 

Commander Mariman. The only comment that I have—— 

Mr. SuHepparp. Are you speaking for the Navy or all three branches 
of the services? 

Commander Marman. I would be speaking for the Navy, sir. 

Mr. Suepparp. All right. My question is directed to the others. 
iss can complete your comments about the Navy aspect of it, if you 

, sir. 

Commander Marman. There are regulations that provide that an 

automobile may not be sold to other than a member of the Armed 
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Forces or to a United States citizen who is an employee of the United 
States Government at an overseas point for at least a period of 6 
months. Also, there are certain areas where you are not permitted 
to sell your automobile at all—we will say to a foreign national. 
You may sell it only to other service personnel. 

Mr. Sueprarp. If an automobile is disposed of within a 6-month 
period of time, would you consider that it would be working a hard- 
ship on the military if they were charged with the transportation of 
the car to the destination? 

Commander Matman. I would say no, unless the sale was permitted 
by applicable regulation. The man was permitted to bring an auto- 
mobile back to the United States, and he is not doing it. 

Mr. SHeprarD. So then he is suiting his own convenience in the 
disposition of the car? 

ommander Maman. Yes. 

Mr. SuepparD. How do the Air Force and Army feel about this? 
What do think, General Asensio? Is there any limitation by regula- 
tion with regard to a man selling his automobile? 

General Asensio. I do not know of any. There may be, but I do 
not know of them, and I shall certainly make a determination in that 
regard and enter it into the record at this point. 

Mr. SHepparb. Can anyone speak for the Army? 

Mr. Tracy. There are restrictions that vary by theater, but frankly, 
I do not have any definite notion of what they are. I will have to 
check. They do vary from place to place. 

Mr. Gartock. My understanding is that the restrictions in these 
theaters are uniform among the three services. 


AUTHORIZATION FOR SALE OVERSEAS OF PRIVATELY OWNED MOTOR VEHICLES 


Mr. SuHepparD. Would you put the regulations in the record that 
have to do with this? 

Mr. Gartock. Yes. 
(The information requested is as follows:) 


{Extract from SR 55-160-21, AFR 75-59, dated August 23, 1951) 
12. AUTHORIZATION FOR SALE OVERSEAS OF PRIVATELY OWNED Moror VEHICLES 


(a) A general license has been issued by the Department of Commerce authoriz- 
ing members and employees of the United States Armed Forces to export motor 
vehicles from the United States to an oversea destination only when such vehicles 
are for the exclusive use of the individual, or his immediate family leaving the 
United States. Vehicles intended for use by other persons, or for resale, may not 
be exported under this general license. 

(b) Privately owned vehicles of military and civilian personnel of the Army, 
the Navy, the Marine Corps, and the Air Force, which were exported from the 
United States, may be disposed of in an oversea area at any time as follows 
(see also (c) below): 

(1) Without restriction, if disposed of as scrap. 

(2) To a member of the Armed Forces of the United States; or 

(3) To a United States citizen who is an employee of the United States 
Government. 

(c) Privately owned vehicles of military and civilian personnel of the Army, 
the Navy, the Marine Corps, and the Air Force, which are exported from the 
United States under authority of the general license referred to in (a) above, may 
be sold or disposed of other than as provided in (b) above, only after the vehicle 
has been in the oversea area for a period of 6 months or more. 

(d) All sales will be in accordance with regulations promulgated by the oversea 
commander concerned, and except in occupied countries, the laws of the country 
concerned. 
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NUMBER OF AUTOMOBILES TRANSPORTED OVERSEAS 


Mr. Scrivner. It might be interesting, since the subject of auto- 
mobiles has been raised, to get a few statistics and find out how many 
automobiles we are shipping overseas for military personnel during 
the course of a year. I am sure that you have the figures some place. 

Mr. Garutock. We will provide that for the record. 

Mr. WiaGcieswortu. For all three branches. 

Mr. Gartock. That is right. 

(The information is as follows:) 


Numbers of private automobiles transported overseas for military personnel 
during fiscal year 1953 are as follows: 


Mr. Wiaeieswortu. The next section, formerly numbered 630, is 
submitted with exactly the same wording as in the current fiscal year. 


LIMITATION ON NuMBER OF OFFICERS BY GRADE 


The section formerly numbered 631, referring to the limitation on 
the number of officers by grade, is submitted with the recommendation 
that it be deleted, as I understand it, because of the fact that legisla- 
tion in this field is pending before the Senate at this time. Is that 
correct? 

Mr. Gartock. Legislation was reported out by the House. I 
believe it has passed the House and is pending before the Senate now. 

Mr. Scrivner. Where will we be if the Senate does not complete 
action before this session adjourns? 

Mr. Garuock. We would revert to the previous situation where the 
Marine Corps and the Navy had permanent legislation and the Army 
and the Air Force did not. It is my understanding the intention in 
the Senate is to bring the bill up for consideration. 

Mr. Lanman. The hearings are scheduled for next week. 

Mr. Scrivner. Maybe there will be something done before we mark 
up the bill. Can we assume if this section were eliminated and the 
bill H. R. 7103, were not passed, that the figures therein contained 
would be approximately what the services would have? 

Mr. Wuaire. You mean if the bill is not passed, whether we would 
administratively take the provisions of H. R. 7103? 

Mr. Scrivner. Substantially. 

Mr. Waite. As far as the Air Force is concerned, ves. I think 
that would be true for all services. That is a bill we favor. 

Mr. Miter. We could have an understanding that if the bill is 
not passed in the Senate, the House bill would be the yardstick the 
services would conform to until there was legislation passed. I 
do not see why we cannot do away with this with that understanding. 

Mr. Gartock. The Department will agree to that. 

Mr. Wiaeieswortu. The section formerly numbered 632 is iden- 
tical with the language in this vear’s bill. 
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TRAINING AND TuITION IN LEGAL PROFESSION 


The section formerly numbered 633, providing that no funds shall 
be available for training in any legal profession, nor for the payment 
of tuition for training in such profession, is submitted with the recom- 
mendation that it be deleted. 

Admiral Nunn. Section 633 reads as follows: 

Sec. 633. None of the funds provided in this Act shall be available for training 
in any legal profession nor for the payment of tuition for training in such profes- 
sion: Provided, That nothing contained in this Act shall prohibit persons now 
attending law courses from completing same. 

It is respectfully urged that this section of the bill be eliminated. 

Prior to fiscal year 1954, the armed services selected each year a 
small number of officers for postgraduate instruction in law. The 
Appropriation Act for fiscal year 1953 restricted the number that 
could enter law school in the fall of 1952. The Appropriation Act 
for 1954 contained the provision quoted above, which prohibited any 
officers from entering in the fall of 1953, but authorized the continued 
instruction of those officers already enrolled. 

The number of officers now undergoing instruction with the calendar 
year in which they will graduate is as follows: 


The availability of officers qualified for unrestricted line duty and 
likewise qualified in law has been highly advantageous to the Navy to 
supplement the law specialists who devote their entire time to legal 
duties. Unrestricted line officers so trained are particularly sitet 
in those assignments at sea where the limited volume of legal work 
renders it uneconomical to assign a law specialist, and where it is 
most useful to have an officer who can serve in a dual capacity. 
Furthermore, there is a group of legal billets on the boards of review 
in the Office of the Judge Advocate General of the Navy written 
specifically for senior unrestricted line officers who are members of the 
bar. From their inception, the boards of review have been consti- 
tuted so as to include within the membership of each, 1 law specialist, 
1 unrestricted line officer who is a qualified lawyer, and 1 civilian 
lawyer. With the abolishment of the postgraduate legal-training pro- 
gram, which is the only means whereby unrestricted line officers may 
become qualified for this duty, there will be destroyed the equal 
representation on the boards of review of those respective points of 
view which are considered highly desirable in an appellate body in the 
naval service. 

The situation in the Marine Corps is far more acute. The need for 
legally trained Marine officers is clear. In view of the limited size of 
the Marine Corps, the establishment of specialist groups such as 
lawyers is not justified. Thus, in order to meet its requirements for 
legally trained officers, the Marine Corps must either train a small 
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number of its officers in law or recruit lawyers who are willing to share 
~ practice of their profession with the performance of general line 
uties. 

The average annual cost to the Navy and Marine Corps for the 
officers now in law school is $382.27, exclusive of pay and allowances. 
This figure does not include an expenditure of approximately $85 for 
each graduate to cover bar review course and bar examination fees. 
Since bar membership is a prerequisite to the participation in general 
court-martial proceedings, either as law officer or as appointed trial 
or defense counsel, it is considered that the cost of obtaining this 
qualification is a proper educational expense. 

It is the desire of the Army to enter 9 officers in the 3-year law 
course commencing in September 1954 and 2 officers in a 1-year 
night school course in international law. The Air Force does not 
have any requirements. 

It is the desire of the Navy to have authority to enter 10 naval 
officers and 10 Marine officers in law school. In view of the time 
required to select prospective officer students and arrange for their 
acceptance by the law schools, it is doubtful whether there is suffi- 
cient time available to enable the Navy to enter students in the fall 
of 1954 should section 633 be eliminated from the present bill. In 
any event, the removal of this prohibition will enable the Navy to 
make plans for entering students in the fall of 1955. 

Mr. Wiaeeieswortu. If you did not have this limitation, how 
many people would you want to send to school? 

‘Admiral Nunn. If this limitation did not apply, sir, the Army 
would like to send 9 officers to law school this September, the Navy 
10, and the Marine Corps 10, and the Air Force none. 

Mr. WicGieswortn. Do you not have all sorts of people in the 
service with fine legal training that you could draw upon? 

Admiral Nunn. No, sir; we do not. Such is the argument, how- 
ever, that is made against the program that we propose. It is sug- 
gested that we have Reserve officers in ample numbers to perform 
our legal services. We do not, as a practical matter, have those 
officers available. I have heard it said that there were several thou- 
sand officers in the Navy who are lawyers and yet are on active duty 
but are not in legal billets. That is not true. There are approxi- 
mately 126 such officers, and of that number 87 have less than 18 
months to serve. 

In the case of lawyers who are successful and good and in the Naval 
Reserve, they are not particularly interested in coming to active duty 
hesoeee it interferes with their careers. We do not blame them for 

t. 

In the case of the youngsters who are in the service—they are inex- 
perienced. Also they are certain to leave us at the expiration of their 
en service. That source has just not worked out, sir. We have 
tried it. 

This program of ours has been interrupted by the restriction in the 
Appropriation Act. It was interrupted during World War II, and it is 
now interrupted again. We have tried the use of Reserves and it just 
does not work well as a permanent measure. 

Mr. WieGiesworrn. You mean that under present conditions you 
cannot find 10 people in the naval service who have top legal training? 
You cannot find 10 people a year? 
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Admiral Nunn. Well, sir, we cannot get 10 people who would do 
for us what the 10 could do if we trained as we propose. 

Mr. WiaeLteswortu. That is hard to believe. 

The next section, previously numbered 635, is identical with the 
language in the bill applicable to this year. 

he next section, formerly numbered 636, is recommended for dele- 

tion on the basis that it has been complied with, I take it? 

Mr. Lanman. That is right. 

Mr. Garuock. I would like to talk about 637, off the record. 
(Discussion off the record.) 


Super GrabDeE Positions 


Mr. WicGLeswortu. The section formerly numbered 638 authorizes 
the Secretary of Defense during fiscal 1954 to establish 45 temporary 
positions in the grades of GS-16, 17, and 18, provided that the total 
number of positions in these grades during 1954 shall not exceed 175. 
You recommend that it be deleted. Why? 

Mr. Garuock. Because section 730, which was passed last year in 
the Supplemental Appropriation Act, superseded this last year. We 
would like to discuss the question with you when we come to section 
730 in this bill. 

Mr. WiaGieswortn. Let us look at section 730. 

In order more effectively to administer the funds appropriated to the Depart- 
ment of Defense, the President, to the extent he deems it necessary and appropriate 
in the interest of national defense, may autborize positions in the Department of 
Defense to be placed temporarily in grades 16, 17, and 18 of the General Schedule 
ot the Classification Act of 1949 in accordance with the procedures and standards 
of that Act, and such positions shall be additional to the number authorized by 
section 505 of that Act. Under authority herein, grades 16, 17, and 18 in the 
Department of Defense may be increased only to the extent that the total of such 
grades in the Department of Defense shall not exceed two hundred and ten. 

In other words, the limit under former section 638 was 175; then 
that was raised to 180, and it is now proposed to raise that to 210; 
is that right? 

Mr. Garuock, Yes, sir. 

Mr. WiaGieswortH. What is the explanation? 

Mr. Gartock. The history of this section has been that the Depart- 
ment has had need for a greater number than were available under the 
Classification Act of 1949. Last year we had a variety of authoriza- 
tions. It now is brought together in this one place. 

We now have 131 in these grades. 

Of the 49 positions which are still authorized and not filled, 17 are 
in the committed category, where we have personnel actions and pro- 
posals for people in process. That leaves us 32 unfilled and uncom- 
mitted. That is an average of 8 for each of the military departments 
and the Office of the Secretary, although I do not think they are dis- 
tributed exactly that way. 

They are distributed: 24 in the Office of the Secretary of Defense, 14 
in the Army, 7 in the Navy, and 4 in the Air Force. 

Of those 24 in the Office, Secretary of Defense, 12 are committed, 
which leaves us 12. Of the 14 in the Army, 5 are committed, which 
leaves them 9. The Navy has seven which are uncommitted. The 
Air Force has four which are uncommitted. 
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The Secretary last year, prior to the enactment of both of these 
sections, had a study made. It appeared that some 314 positions in 
the Department as a whole were such as to justify grades 16, 17, and 
18. He has had that survey redone, and he comes up again with a 
little more than 300 positions. 

We are not asking for 300 at this time, because in the process of 
filling these jobs the Department is selective and endeavors to find 
highly qualified people to fill these jobs. That process often takes 
considerable time. 

Mr. WicG.Leswortu. It depends on how you build it, does it not? 

Mr. Garuock. Yes, sir. You could fill them all next week, if you 
wanted to, but the Department has not done that. They have filled 
them from within the Government, within the Department, and pri- 
vate industry, as competent personnel in the opinion of the Secretary 
are available. They have not filled them unless such personnel were 
available. 

That has been of material assistance to us in recruiting outside 
personnel. 

Mr. Wice_eswortn. How many did you have a year ago? 

Bic: Gar.ock. A year ago we had 130. We have had a net increase 
of one. 

Mr. Wiaccieswortu. You started with 45, did you not? 

Mr. Garuock. Yes, sir; we started with 45. 

We had 130 from a combination of the Classification Act, the De- 
ary Production Act, and an amendment to the Appropriation Act 
of 1951. 

Mr. Wiae_eswortn. Then you added 45? 

Mr. Garvock. In the last session of Congress section 638 of the 
Defense Department Appropriation Act added 45—but in the same 
session almost simultaneously section 806 of the Supplemental Appro- 
priation Act superseded that section and provided 5 more. 

Mr. Five more? 

Mr. Garuock. That gave us 180. 

Mr. WiaeLeswortH. One hundred and eighty. 

Mr. Gartock. Now, of that 180 we have -actually as of the last 
date we count here 131 filled and 17 in the process of being filled, for 
a total of 148. 

Mr. Wiaeteswortn. Does that mean that during the current 
fiscal year you have only added one of these positions? 

Mr. Gartock. There has only been a net change of one. There 
have been a number of positions vacated and filled. 
wre WiaGieswortn. Since you were here last summer for the 1954 

ill. 

Mr. Gartock. A net change of one. That came about because of 
a number of activities, particularly the ones authorized by the Defense 
Production Act. As that work terminated, those positions were 
dropped. It is not just one change since last year. 

Mr. Wieaitesworth. How many new individuals do you have in 
these classifications, as compared to the time of your presentation 
last summer? 

Mr. Gartock. Let me say it this way, and I think it will total 69. 
The number of positions by grades filled as of February 28, 1954, 
employees recruited since January 1, 1953: In the Office of the Sec- 
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retary of Defense, 29; in the Army, 13; in the Navy, 9; in the Air 
Force, 18. 

Mr. WiaGLeswortu. That is a total of 69? 

Mr. Garuock, That is right. 

Mr. WiaGLeswortnH. You have lost 68? 

Mr. Gartock. We have evidently lost 68. 

Mr. WieeLeswortH. How many of those 69 represent people drawn 
from outside the Department, and how many represent promotions 
within the Department? 

Mr. Gartock. In the Office, Secretary of Defense, 15; and from 
outside the Department: Army, 4; Navy, 3; Air Force, 3. 

Mr. WiacGLeswortu. So that you have promoted within the Office 
of the Secretary of Defense 14; in the Army, 9; in the Navy. 6; and in 
the Air Force, 15. 

Mr. Yes, sir. 

Mr. WiaGLeswortu. I was under the impression that the original 
justification for this personnel in grades 16, 17, and 18 was based on 
the desire to obtain highly skilled people in the industrial world who 
could be put into top grades here to help meet the tremendous prob- 
lems of reorganization and operation. On the basis of the figures you 
have just given us it looks as if we have taken 25 people from outside, 
while 44 people have simply been promoted within the services to these 
higher grades. 

Mr. Gartock. The process of securing personnel from outside to 
fill these jobs takes substantially longer. For example, with respect 
to the 12 in the Office of the Secretary of Defense where I am more 
familiar with it, a good number of those have only been staffed in 
the last 2 or 3 months. It takes some time after you find a man you 
want to _.7 for his leave of absence and get him on the payroll 
down here. That, I think, will be a continuing effort, and it is my 
understanding that the great majority of the 17 that are in the process 
now are from that same area. 

Mr. WieGLeswortu. From outside the Government? 

Mr. Gartock. I think they are mostly from outside of the Depart- 
ment of Defense. I believe that most of them are from outside of 
the Government. 

So far as the ones within the Government are concerned, within 
the Department are concerned, I will ask Mr. White to speak for the 
Air Force. So far as the Office, Secretary of Defense, is concerned the 
Secretary and Dr. Hannah personally pass on these people. If they 
do not feel that they are qualified they will not approve it, whether 
the vacancy is there or not. Just because a vacancy existed did not 
mean that a person would get the job. He must be qualified to war- 
rant serious consideration. 

Mr. White, will you speak to those you promoted in the Air Force? 
You have some in your office, do you not? 

Mr. Wuire. Yes. Some of those we have promoted have been 
brought into my office, the Secretary’s Office, and the other Assis- 
tant Secretary’s Office. One of them I know, that I brought in per- 
sonally, who is assisting me on the budget, is in one of the 16 positions, 
and was a partner in Gore-Forgan, one of the big investment banking 
outfits. If I had not had a 16 grade I would not have gotten him. 
He has done a very worthwhile job and I think he has saved his salary 
many times over. 


522 


Mr. WiccieswortH. Was he already in the service? 

Mr. Wut. No, I brought him in from outside. 

Mr. WiacLeswortH. What I am talking about are the 44 promo- 
tions within the service. They may be justified, but as I say, the 
understanding I had and I think the committee had when this re- 
quest was made originally was that it was for the purpose of getting 
highly skilled people from outside the Government, rather than for 
promoting 44 people already in the service. 

Mr. Wurre. I cannot speak to them all, but I can speak to one of 
that type. 

One we granted from a 15 to a 16 has done a real job in the Air 
Force, our administrative officer. He does a great deal more than an 
administrative officer does. We did it because one of the big firms from 
the outside was trying to buy him away from us. Although we had 
him, somebody was willing to pay more money in business to get him. 
The job justified a 16, so we gave it to him. 

Mr. Gartock. I think you will find that not only in the case of the 
Office of Secretary of Defense, but in the three military departments 
the Secretaries have personally concerned themselves with these 
promotions, and they have not been just routine approvals. The 
individuals have been carefully considered, and they did not go 
a except in cases where the Secretaries thought they were really 
justified. 

Mr. Wuire. I can say I passed on each one of these myself. I do 
not remember who they were. I just remember those two cases. 
Each one of the supergrade positions was taken into my office. Most 
of the people who got promoted I knew personally from about 6 
months’ operation in the Air Force, before they got their promotion. 

Mr. Wiaectesworta. Well, I wish somebody would submit for the 
committee the details of this picture, so that we can have it with us 
before we mark up the bill, showing for each of the 69 persons that 
have been added since February 1953, in these grades, the positions 
that they are now filling, not just by grade but by brief deseription. 

Mr. Yes, sir. 

Mr. Wiacieswortnu. Also, what the other 49 positions in con- 
templation are; in addition to the information already requested for 
the committee’s use in this connection. 

Mr. Garuock. Yes, sir; we will get that. 

(Nore.—Information regarding all employees in supergrade posi- 
tions was made available to the committee.) 


RESEARCH AND FActLities 


Mr. Wiaeteswortn. Are there any further questions on this 
subject? If not, the next section is the section formerly numbered 
639, which is identical with the language carried in the present law, 
and refers, as I understand it, to ‘Research and development test 
facilities.” 

Mr. Lanman. That is right, sir. 


Foreign Duty Pay ALLOWANCES 


Mr. Wiceiesworta. The section formerly numbered 640, referring 
to “Foreign duty pay and allowances,”’ is recommended for deletion. 
Mr. LanMAN. Because it is permanent. 
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Mr. WieGLeswortn. On the theory that it has become permanent 
law. 

Mr. Miter. It has become permanent law? 

Mr. Lanman,. The language ‘No part of the funds appropriated in 
this or any other act,” 

Mr. Scrivner. No, it has not become permanent law. 

Mr. Hruska. What is the wording that makes it permanent law? 

Mr. WiacieswortH. Do I understand correctly that you have a 
ruling from the Comptroller General to the effect that this is perma- 
nent law? 

Mr. Lanman. No, sir. The use of the phrase “in this or any other 
act’’ led us to the conclusion that it was permanent law, sir. 

Mr. Wiaeteswortu. I would doubt if that had that effect. 

Mr. Mitter. We might put “hereafter” in there. Let us put “here- 
after’ in there and get rid of it after this year. 

Mr. Wiaca.esworru. Is there anything to be said about the experi- 
ence under this provision? 

Please submit for the record a brief statement showing how it has 
operated, how many people it has affected and so on. 
Mr. GarRLock. Yes, sir. 
(The information is as follows:) 


DEPARTMENT OF THE ARMY 


In response to the request of Representative Wigglesworth concerning section 
640, Public Law 179, 83d Congress, the following information is furnished: 


(a) Estimated savings in fiscal year 1954 


| | Estimated 
Foreign duty 


Perdiem | 

Affected area station | Dumber 

| affected 
$500, 000 $1, 533, 000 4,000 
69, 000 | 88, 000 | 630 
2, 530, 907 | 9, 879, 238 | 28, 630 


(b) A brief statement of the reaction of military members affected is as follows: 
(1) USARPAC—“ Prohibition of payment of foreign duty pay and overseas 
station per diem allowance very drastically affected morale of individuals con- 
cerned. In numerous instances financial hardship occurred as prohibition was 
quite sudden and individuals had budgeted to include these allowances. In addi- 
tion thereto it tends to create ill feeling between local and mainland residents in 
that the mainland resident receives foreign service pay and credit for service in 
this command while the local resident receiv es neither foreign service pay nor 
credit when serving in this command or CONUS 
(2) USARAL—“Reaction of military members affected: Loss of station per 
diem caused undue hardship for members with dependents. Loss of this income 
has had the following adverse effect upon members of the command: 
(a) Wives have been forced to seek work in order to meet a minimum 
standard of living. 
(b) Some wives and families have been forced to return to homes of their 
parents. 
(c) Some enlisted personnel have been unable to continue payments on 
homes thereby losing them. 
(d) A number of hardship discharges have resulted. 
Military members of this command affected feel this regulation is unfair and dis- 
criminatory.’ 
(3) USARFANT—“Reaction of most military members was resentful due to 
loss of income. However, records reveal only a very few formal complaints have 
been filed with IG. More unfavorable reaction may be anticipated as a result of 
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recent decision (DA message 503097, April 2, 1954) to reinstate 25 percent Ter- 
pane ea of living allowance to insular civilian employees effective current 
month. 


Navy ComMMENTs on Section 640 


No information is immediately available to the Navy concerning the exact 
numbers of personnel affected by section 640 of the General Provisions of Public 
Law 179, 83d Congress. There are approximately 1,300 enlisted personnel who 
are residents of United States Territories and possessions and it is estimated that 
there are 100 officers in this category. On the basis of experience, it is considered 
that very few of these personnel would be stationed in the Territory or possession 
of their residence and, therefore, that this general provision would affect few people 
in the Navy. The Navy, however, does not consider that this general provision 
provides fair treatment to our service personnel and that it is not conducive to the 
improvement of the morale of our service men and women. 

As far as Navy personnel are concerned, it is estimate that the dollar savings as 
a result of this general provision are very minor. The effect of the general pro- 
vision, however, is to provide unequal treatment for our personnel serving under 
equal conditions otherwise. Many of our personnel from our Territories or 
possessions have volunteered for duty in our Armed Forces as a patriotic duty and 
they fully expected to receive equal treatment with all others who were serving 
with them in defense of their country. These service personnel have, in many 
instances, served for many years away from their homes. As is well known, 
much of this service has not been easy. They have been accustomed to living 
under the same conditions as their shipmates. In some cases, it may be that 
these men have become accustomed to life in a manner better than that which 
they might have lived before they joined our Armed Forces. It is not believed 
to be equitable treatment that we should require them to resume a former way 
of life which they may have been required to live many years before they joined 
the service just because they may now be serving with our armed services in 
the Territory or possession from which they originally came. 

It is strongly recommended that this general provision be repealed and that we 
revert to our former practice of providing equal treatment for all our service 
personnel regardless of their origin. 


DEPARTMENT OF THE AIR FoRCE 


1. The Air Force estimates that the number of personnel at each United States 
Territory or possession which will be subject to the limitation expressed in section 
640, Public Law 179, 83d Congress will be: 


; Fiscal year 1954 Fiscal year 1955 
Territory or possession 
Officers Airmen Officers Airmen 

56 4 51 

671 61 611 

64 

133 18 121 

B 2 21 


2. Based on the above numbers the Air Force estimates that the savings to be 
realized in fiscal year 1955, should this limitation be reinacted into law, will be: 


Estimated 
Number 
Item Average rate| amount of 
affected savings 
Overseas pay for airmen. 1,046) $148.34 $155, 164 
Station allowance: 


1 This number represents only that portion of the officers and airmen mentioned above who would be 
entitled to a station allowance. : 


Alaska 

Hawaii 

Philipp 

Puerto 

Guam 

Canal 
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Mr. WieeLeswortu. The section formerly numbered 641, stating 
that no part of = appropriations contained in this act shall be used 
for the payment of tuition or expenses for off-duty training of officers 
above the grade of first lieutenant and comparable ranks in the other 
pres services, is submitted with a recommendation that it be 
deleted. 

Mr. Gartock. Mr. White has some comments on that. 

Mr. Wurre. Section 641 has been deleted from the budget for 
fiscal year 1955. The Department of Defense is opposed to placing 
this type of restriction on the use of funds for off-duty training pur- 
poses. Officers who remain in the services must be given the oppor- 
tunity for growth. 

This section does not provide an incentive for the ambitious officer 
who after performing a full day’s work voluntarily takes from his 
family and himself the hours of leisure he might enjoy and buckles 
down to the tedium of night school in order to improve his worth 
for the Armed Forces and the Nation. Many, many officers, due 
to the tensions of the last decade, have not had the opportunity to 
attain the academic achievements they desire and we need. As an 
example 30 percent of the Regular Army officers and 60 percent of 
the Reserve officers on duty with the Army do not have college 
degrees. Similar staistics are available from the Navy, Air Force, 
and Marine Corps on their shortage of college-trained officers. 

It is becoming increasingly necessary for our officers to be versed 
in arts other than those limited to that of the old concept of war. 
Majors and lieutenant commanders seriously handicap the efficiency 
of our operation and their own advancement if they do not have 
college training. As one step in improving the morale of our officers, 
the efficiency of our operations and the technical improvement of per- 
sonnel, it is urgently requested that this section not be included in the 
fiscal year 1955 appropriation act. 

Mr. Sixes. Mr. Chairman, we have argued this for 2 years. I 
think everybody on the committee is completely familiar with it. I 
doubt if there is any justification for spending a lot of time on it now. 

Mr. Forp. Mr. Chairman, I would like to add to what Mr. Sikes 
has said. Our subcommittee went into this thing rather extensively 
with the Army. We developed the point that while you provide 
training of this sort, yet subsequent to the man’s completion of his 
college work he might leave the service. 

It was our feeling on the subcommittee that if a deletion of this 
language is made, something ought to be written in providing that 
the man is to obligate himself to remain in the service. 

Mr. Wuire. I agree. 

Mr. Miter. That also, incidentally, applied in our talking about 
the increased percentage, which was asked for by the Army; to raise 
it from 50 to 75 percent. In other words, the staying on in the service 
was tied in in our thinking on both counts; both the amount of con- 
tribution and the grade. 

Mr. Wuirte. My feeling is that if this were removed the services 
ought to cover the thing that the Congressmen are speaking about 
there. I think that the abuse this was originally directed against was 
the payment of off-duty training for personnel who were primarily 
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in the Reserve category. By the time they finished their college 
their commissions expired. 

It also hit at the career officer, which that does not cover. 

Now, I have a lieutenant colonel in my office, who was a career 
officer, spending 3 nights a week going to school here. The Air 
Force certainly gets the benefit out of him. He is going to be in the 
Air Force the rest of his life. He is studying business administration. 
Everybody knows that we in the services need people trained in that 
category. 

It seems to me that in addition to the fact that he is going to night 
school and giving up his time to ask him to pay for that time out of the 
small budget that his family has is a little bit tough. I would go 
along with trying to put administrative restrictions on who should 
get this off-duty training. 

We in the Air Force, for example, this year, on civilians—just 
going off a little bit—put in some similar thinking to what you are 
talking about. When I checked into it I found that civilians were 
taking training and then disappearing. We put a clause in there 
that if they did not stay in a certain number of years afterwards they 
repaid us for the training costs. 

Mr. Miter. You have a situation right now, for instance, where 
a young man who has been drafted may have had 3 years of college 
already. He can take the fourth year of college, and then he can 
get right out of the service and under the GI bill he can get a couple 
more degrees, possibly, all at Government expense. That does the 
services little good, if any. 

On the other hand, they said that there are more people in the 
field grades who do not have a college education right now than ever, 
due to the interruption of the war. If there were some way of rin- 
pointing this so that the services got the benefit of it I would feel 
entirely differently, but at the moment it looks like we might be 
educating a lot of boys who are already getting a great deal of educa- 
tional benefit free of charge from the Government. 

Mr. Wuire. [agrée. I think what Congressman Ford said might be 
one example. Put a restriction on how many years of service a man 
has to have left before he gets the education. I think that can be done 
administratively by the Secretary of Defense’s Office. 

Speaking for our Secretary, I am sure we can provide it here. 

Mr. Garvock. We cannot collect the refund from him unless we 
have areason. If the committee would like to consider that proposal, 
we can redraft this section and lay the basis for such a thing. 

Mr. Mixer. You could have it as you do in certain OCS schools 
and soon. You can have a provision that the individual would have 
to enlist or apply or commit himself for so many years of active duty 
before he even went to the school. 

Mr. Garuock. Well, we get into the problem, I think, of the group 
you are talking about, which comes in that category. Particularly 
the younger ones have not finished their college education. 

The way the discussion was going, I was thinking that you were 
discussing if the individual agreed to stay 5 years, let us say, beyond 
the time he finished a given course, we would not have a reimbursement 
to the Government for his tuition. If he stayed less than 5 years the 
Government would be reimbursed by the individual. I think we would 
need something in the law to lay the basis for that. 


{ 
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Mr. Mituer. It seems to me that this is important enough to take 
it up with the legislative committee. 

Mr. Wuire. I agree. 

Mr. Miuuer. I was rather horrified to get the statistics on some of 
the services, as to the number of relatively high-ranking officers who 
had not had the benefit of a college degree, for whatever it might be 
worth, through no fault of their own. It is certainly obvious that it 
would be desirable to allow them and encourage them to get the proper 
educational level, but if it means they are just going to get out of the 
service as soon as they get it, we certainly would be working against 
the national interest, 

Mr. Gartock. We would be happy to submit something along that 
line, either to you or to the legislative committee. 

Mr. Miuuer. I think it ought to be taken up with the legislative 
committee. 

Mr. Forp. In addition, I think we ought to have it here for this 
fiscal year, or the coming fiscal year. With all due respect to the speed 
with which the legislative committee acts, it probably will not act 
prior to an adjournment. 

Mr. Garutock. It would be unlikely. 

Mr. Wuire. Actually, you could put a burden on the services not 
to send anybody or allow the tuition unless the time left were sufficient. 
We could make an administrative ruling on that. 

Mr. Gartock. If you are going to get the funds back you had 
better have some basis in law. 

Mr. Scrivner. Of course, Mr. Secretary, I do not know who pre- 
pared this, statement, but the thing that surprised me is this: I 
cannot for the life of me believe that there is any less ambition for 
an education among the military men than there is among our civilians. 
All of us in our acquaintance know innumerable men who have had 
the incentive, who after a full day’s work in civilian life, which is 
certainly no easier than the average military assignment, take the 
time away from their families and complete their education at night. 

Mr. Wuire. Yes, sir. 

Mr. Scrivner. The night schools the country over are filled with 
men like that. 

Mr. Wuire. I agree. 

Mr. Scrivner. I just cannot, for the life of me, believe that the 
military men do not have that much ambition. 

Mr. Wnire. I agree. But in civilian life you have this other in- 
centive. If you go to night school and if you get a college degree and 
if you can move ahead you have a chance of gomg way beyond $10,000 
a year; whereas the military man who goes to school and gets an edu- 
canien does not find that it necessarily speeds up his promotion very 
much. 

Mr. Scrivner. No, but it might get him a better assignment. 
If it is of that much value it certainly must have some benefit to him, 
or why have college education in the military at all, if it does not help 
the man? 

Mr. Cuermak. Mr. Scrivner, I have been on both sides of the 
fence. I have spent 13 years in school at night. I could only do it 
while I was a civilian. I could not do it in the military. 

Mr. Scrivner. There have been times when you come back again 
to these rapid shifts of assignments, which we are trying to eliminate. 

43960—54 34 
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Mr. Cuermak. Plus the money factor. 

Mr. Scrivner. The civilian raises his own money. Many of the 
civilians do not earn nearly as much net as these people we are talking 
about here. 

I just question this statement. I cannot conceive that you do not 
have just as much ambition to gain an education merely for the sake 
of having it among the military as you do among the civilians. By 
that statement you are saying that the civilians throughout the 
country have more ambition and desire for education that the military. 
I cannot quite believe that. 

Mr. Gartock. Mr. Scrivner, I think I would agree with you that 
record of the military personnel for efforts to get ahead is certainly 
as great as that of the civilians. The incentives are different. 

t indicates that they are not as great, probably, in many ways, 
but there are advantages in assignments. Some people like to have 
an education just to be better informed. On the question of the 
payment of the tuition, we have found that with the pressure of the 
cost of living with respect to the salaries they receive, we do get 
a better percentage, I believe, taking this advanced education. That 
removes just one more problem that the individual has to face. 

Mr. Suepparp. What is the average cost for tuition? 

Mr. Gartock. I do not know, sir. 

Colonel Moss. The average tuition is $10 per semester-hour. 
The total cost is about $30 for each 3-semester-hour course that is 
taken. The proposal is that the Government pay $22.50 and the 
individual pay $7.50 for such 3-hour courses. 

Mr. Hruska. Mr. Garlock, you have stated it would not be possible 
to collect for tuition paid for these men if they did not stay a designated 
period of time. Why would it not be possible to do that by mutual 
agreement? After all, if they apply for this and agree that they will 
reimburse if they do not stay beyond a certain time, do you need a 
statute for that? ' 

Mr. Gartock. Mr. Hruska, I was doing what I had been told by 
our legal people not to do; I was practicing law without a license. | 
was just commenting that I thought we would be a lot better off if we 
had a firm legal foundation for it and if we did not have to depend 
just on these mutual agreements. 

Mr. Hruska. I do not know of any more firm foundation than a 
contract which lives up to all the laws of the land. Maybe you can 
devise one. 

Mr. Garnock. I would be happy to refer to our lawyers to see 
whether or not we need any additional legal authority to carry out 
such an agreement. 

Mr. Forp. Of course, you might be violating the law, to get a man 
to stay in the service beyond a certain point if he does certain things. 

Mr. Lanman. He could of course obligate himself to stay 

Mr. Miuter. If he so desires. 

Mr. Forp. You have no authority to enlist a man on that basis. 

Mr. Lanman. And refund of tuition paid by the Department would 
not be the only condition of his service. 

Mr. Scrivner. This does not apply to enlistment at all. 

Mr. Lanman. No. He can agree to stay on active duty with a 
Reserve commission under such conditions as are mutually satis- 
factory. 
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Mr. Waite. We do it today in some of the schools we send people 
to. Lrecall looking at 2 or 3 instances like that, where we have a rule 
that if a man goes to a specific school he has to stay in the Air Force 
a specific number of years afterward. 

Mr. Hruska. How is that accomplished? By agreement? 

Mr. Wuire. That is by agreement. Also, as I mentioned, in the 
case of civilians I was told when I started on civilians I could not 
do it. When we ran it down we found we could by contract make 
a provision on that. There is a consideration for it. If you pay for 
it the man agrees either to stay on or pay you back. 

Mr: Hruska. That is right. 

Mr. Ware. I think it can be done. 


Limiration Retatineg tro ROTC ENROLLMENT 


Mr. Wiaeieswortn. The section formerly numbered 642 is recom- 
mended for deletion. What is the reason for that? 

Mr. Garuock. We have a statement for the record here, Mr. 
Chairman, we would like to submit. It is a brief summary. I do 
not think this is required. 

Mr. WiaeLeswortu. Just give us a brief word on it. 

Mr. Gartock. Can you summarize it briefly? 

Mr. Wuire. Section 642 was adopted to prescribe by law that any 
administrative curtailment of the Reserve Officer Training Corps 
programs would not result in limiting the enrollment in the fresh- 
man and sophomore collegiate years. It was not desired to limit 
the numbers of students in these first 2 years. In many institutions, 
including land-grant colleges and universities, military training for 
the first 2 years is required by law or by the policies of the institu- 
tions themselves. Permitting initial entrance into the ROTC pro- 
grams of all basically qualified young men establishes a broad base 
from which future officers may be procured, and permits a highly 
desirable selective process for entrance into the last 2 years of advanced 
training. 

Inasmuch as the Navy ROTC program is limited by law to 15,000 
total enrollment, this program has not been effected by subject 
section. 

The Joint Army-Air Force ROTC policies adopted January 15, 
1958, provide that no device shall be employed to deny admission 
to the ROTC programs concerned of any basically qualified young 
men. ‘This policy is presently in effect, and neither the Army nor 
the Air Force is presently limiting administratively the numbers of 
college freshmen who may enter a programs, nor the number of 
men successfully completing the freshman course who may continue 
in the sophomore year. It is not anticipated that administrative 
action will be taken by any agency of the executive department 
which will so limit or prescribe the number of college freshmen and 
sophomores in the ROTC programs. There is, therefore, no affirma- 
tive need to prescribe such fimitation by law. 


While no administrative action is contemplated to limit the number 
of college freshmen and sophomores in the ROTC programs of the 
Army and Air Force, it is conceivable that circumstances might 
arise which would make a moderate cutback desirable. Flexibility 
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to meet circumstances is highly desirable, and it is inadvisable un- 
necessarily to circumscribe nai d flexibility by legislative action. 

The Department of Defense proposes this section be deleted. 

Mr. Sixes. At the moment there is no disposition on the part of the 
services to limit enrollment in the freshman and sophomore levels in 
the ROTC; is that right? 

Mr. Wuire. That is right. 

Mr. Stxes. And there is no objection to the language; is that right? 

Mr. Wuire. Except to the extent that this covers a year’s period 
and nobody knows what the position will be. 

Mr. Sixes. You think hereafter you may want to limit those en- 
rollments? 

Mr. Wuire. It might be possible. 

Mr. Srxes. How would you avoid the law that in the land-grant 
colleges freshmen and sophomores are to be given ROTC training? 

Mr. Wuire. I think we would be covered by that law. We would 
have to cover that. 

Mr. Srxes. Do you not think it might be more desirable from the 
standpoint of the committee to have inserted this language with the 
word “hereafter” in the present section, and leave it? 

Mr. Garvock. Off the record. 

(Discussion off the record.) 

Mr. Sixes. Any time there is a change in the basic program you 
should go to the legislative committee for such a change, should you 
not? 

Mr. Garuock. If you want to continue this language, Mr. Sikes, I 
would suggest you leave it as is, and not put “hereafter” in, so that if 
we do have a problem we can come up on that. 

Mr. Mituer. Offhand I do not see how this would apply to your 
doing away with a school, any more than the doing away with a fellow 
who applied and then did not pass his examination. In other words, 
the purpose of this limitation is not to let you screen the schools where 
ROTC is given, but to give everybody at that school an opportunity to 
compete or the final 2 years and not be screened when he first gets to 
college. 

Mr. Waite. May I go off the record? 

(Discussion off the record.) 

Mr. Gartocx. I would just ask that if the committee wants to 
retain the language, let us leave it at least 1 more year as is. Then 
if there is any question about it we are in a position where we can be 
heard if it requires revision. 

Mr. Forp. Off the record. 

(Discussion off the record.) 

Mr. Wiac.tesworts. The section formerly numbered 643 is perma- 
nent law. 

The section formerly numbered 644 is the same language we have 
been carrving. 

The section formerly numbered 645 is permanent law. 


Pusiic Uriniry District 


The section formerly numbered 646 is the language we have been 


earrving. 
Mr. Garutocx. Admiral Nunn would like to be heard on that. 
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Mr. Wiaciesworts. Very well, Admiral. 

Admiral Nunn. Section 646, Mr. Chairman, provides that— 

None of the funds appropriated by this act may be used in the preparation or 
prosecution of the pending suit in the United States District Court for the Southern 
District of California, Southern Division, by the [’nited States of America v. Fall- 
brook Public Utility District, a public service corporation of the State of California, 
and others. 

The Department of Defense respectfully requests that this be 
eliminated from the act for the fiscal year 1955. 

In order to evaluate this recommendation, sir, it is necessary to 
understand seme of the factual background of this lawsuit. 

In 1942, World War II then being in progress, the Department of 
the Navy found it necessary to establish somewhere on the west coast 
of the United States a major Marine Corps base. With that in mind 
the Department of the Navy condemned for use by the Marine Corps 
135,000 acres of land in southern California, known as the Rancho 
Santa Margarita. Thirty-eight thousand acres of this land are ripar- 
ian to the Santa Margarita River, and some 18,700 acres are subject 
to arable use. 

Of course, when the United States acquired this land it sueceeded 
to the water rights of its predecessor in interest, the Rancho Santa 
Margarita, which was a corporation. 

On this land, the 135,000 acres, the United States constructed na- 
tional defense installations; Camp Pendleton, used by the Marine 
Corps, the major Marine Corps base west of the Mississippi River; 
the Fallbrook Naval Hospital, put there for the purpose of serving 
Camp Pendleton and other activities in southern California; and a 
naval ammunition depot to serve naval forces operating out of south- 
ern California. The total cost of these installations is approximately 
$130 million. 

Mr. Wiae.eswortnH. That is over and above the cost of the land? 

Admiral Nunn. Over and above the original cost of the land which 
was acquired in 1942. 

In 1946 there came two claimants of surplus waters from this 
stream; the Santa Margarita Mutual Water Co., claiming surplus 
waters under western water law as an appropriator, and the Fallbrook 
Publie Utility District, claiming also as an appropriator and claiming 
only surplus waters. 

Both of these claimants of surplus waters petitioned the State 
engineer of California for a permit to take surplus water from the 
stream. ‘The permits were granted to the Fallbrook Public Utility 
District subject to vested interests. No permits have been issued 
to the Santa Margarita Mutual Water Co. 

Actually, in point of time of filing, the Santa Margarita Mutual 
Water Co. is 7 days senior to the Fallbrook Public Utility District. 
If perchance in the future a permit should be granted by the State of 
California, through the State engineer, to the Santa Margarita Mutual 
Water Co., that company would be senior in point of time to the 
Fallbrook Public Utility District, which now has a permit from the 
California State engineer. 

Under color of this permit the Fallbrook Public Utility District 
commenced to pump water from the Santa Margarita River. The 
district diverted the course of the stream slightly at a point upstream 
from the Government’s holding; created a sump tank; put in an electric 
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pump and the district is now pumping and since 1946 has pumped 

water at the rate of about 1,800 acre-feet per year from the river. 

Ms water, the United States contends, is the property of the United 
tates. 

Efforts were made to resolve the difficulties. All such efforts failed 
largely because the Navy Department could not give away any water 
rights of the United States, and so the situation got worse. The 
water table under the Government’s property started to drop. The 
wells at the ammunition depot went dry on at least one occasion, and 
have subsequently gone dry several times. That creates a dangerous 
situation—with ammunition stored at the depot, in the event of fire. 

Perhaps the worst thing that happened was that the natural subter- 
ranean basin underneath Camp Pendleton, located nearest the sea, 
started to fill with salt water. The salt water started to intrude into 
into this valuable natural resource, and the Government was being 
hurt —being damaged, and still is being damaged. 

Consequently, the Secretary of the Navy asked the Attorney 
General to take action necessary to protect the interests of the United 
States; and in January, 1951, the Attorney General brought suit. 
This was a simple suit in the Federal District Court in Southern 
California to quiet the title of the Government to its water rights in 
this river. In this suit the Government asserts no rights or claims 
which it would not have if it were a private litigant. 

It has been alleged that the Government asserts its sovereignty 
there in much the same way that the Government alleged sovereignty 
in the Tidelands cases. This is not true. The pleadings in the case 
specifically stipulates that the Government claims nothing by reason 
of sovereignty, and stipulates also that the law to govern the case is 
the law of the State of California. That would be true in any event, 
I think; there is no Federal common law, I believe. Certainly there 
is no law applicable to the real estate of any State, except the law of 
that State. However, the pleadings specifically stipulated that fact 
out of an abundance of caution. 

The case went ahead to trial. It proceeded to the pretrial con- 
ference. At that time, the very day before the pretrial conference 
ended, there appeared in the Department of Justice Appropriation 
Act for the fiscal year 1953 a restriction similar to that contained in 
our act now. This restriction provided that none of the funds appro- 
priated by that title—the title enon the appropriation for the Depart- 
ment of Justice—might be used in the preparation or prosecution of 
the suit in the United States District Court for the Southern District 
of California, Southern Division, entitled “United States v. Fallbrook.”’ 

Mr. Wieeieswortn. When was that, 1953? 

Admiral Nunn. That was enacted July 10, 1952, and was the 
Appropriation Act for the Department of Justice for the fiscal year 
calien June 30, 1953, sir. That is the first time this rider appeared 
so far as this suit is concerned. Incidentally, it is the first time it has 
appeared at all in Federal statutes as such a rider and as such a 
restriction. 

The pretrial conference ended the day after the restriction became 
law. en that occurred the Attorney General of the United 
States advised the Secretary of the Navy that he could not proceed 
further and could not spend any more money on the case, but the 
Attorney General stated that he was willing that the case go forward 
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if the Department of the Navy would finance it; and further that he, 
the Attorney General, of the United States, was willing to qualify 
the attorneys of the Department of the Navy as special assistants to 
the Attorney General without compensation by the Department of 
Justice for the purpose of trying this case. 

The Secretary of the Navy sought advice from every source avail- 
able to him, and except for the Coouptrellen General of the United 
States, he was advised to proceed with the case, that his funds (Navy 
funds) were not restricted by the restriction in the Department of 
Justice Act; and the Secretary of the Navy, then being Mr. Kimball, 
felt that his oath of office required that he take steps necessary to 
protect this valuable Federal property which was in his custody. 

So, with an attorney of the Department of the Navy designated as 
special assistant to the Attorney General by the Attorney General, 
we proceeded to trial in the district court in southern California, Los 
Angeles, and the Government got a judgment in that action. The 
gist of the judgment was that the United States is entitled to the re- 
lief it has requested. There was a further finding and order by the 
judge that the Santa Margarita River contained no surplus waters 
available for appropriation. In this respect it was precisely the same 
finding made by the California State courts in 1935, when the same 
stream was litigated and the Supreme Court of California, following 
a similar finding of the Superior Court of that State, held that. there 
was no water in the stream available for appropriation. 

Mr. SHepparp. What year did you say that was? 

Admiral Nunn. That was in 1935, sir. 

The defendants in this action which was tried in 1952 in the 
Federal district court were only two. There were only two defend- 
ants in that trail. There are many defendants in this lawsuit, this 
being a suit to quiet title. All persons having a possible claim or 
interest were made defendants, naturally. Many have been served. 
Two thousand and sixty-eight persons have been served. There are 
793 duplicate services among this 2,068, leaving 1,265 individuals 
who have received service. This is a much smaller number than 
has been alleged. The alleged number of defendants is sometimes 
stated erroneously as 14,000. But in order to prevent the small 
users, many of whom probably have no valid claim, from being put 
to the expense of a trial, the Government asked and got permission 
from the court to try the case first of all with three defendants only. 
The two principal appropriative claimants, Fallbrook and the Mutual 
Water Co. and the State of California, which had intervened as a de- 
fendant in intervention, were the only ones involved. 

So the first trial set was against three defendants only. However 
on the morning that the trial was to commence the Federal district 
judge was served with a staying order from the United States Court 
of Appeals, Ninth Circuit, in which the judge was directed to proceed 
no further against the Fallbrook Public Utility District, because the 
Fallbrook Public Utility District had petitioned the United States 
Court of Appeals, Ninth Circuit, at San Francisco, for a writ of man- 
date against the Federal district judge, and the Federal district court 
proceeding further against the Fallbrook Public Utility District. 

So the trial proceeded against the Santa Margarita Mutual Water 
Co. and the State of California, and it is against those defendants 
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that the Government has judgment. The Government has no 
judgment against the Fallbrook Public Utility District. 

The trial of the case against Fallbrook is now set, after many con- 
tinuances— because we did not have any money—for trial on the 30th 
of November 1954. 

The result of the petition to the court of appeals made by the Fall- 
brook Public Utility District for a writ of mandate was that the 
petition was denied. In that action the Fallbrook Public Utility 
District raised a procedural issue regarding the power of the Federal 
judge to move the case from San Diego to Los Angeles for trial. 

ore importantly from our standpoint in the Navy, however, the 
Fallbrook Public Utility District raised in that trial the question of 
the propriety of the Government being in court at all by reason of 
the fact that a restriction existed in the Department of Justice Appro- 
priation Act against the use of funds of that Department in trying 
the case. 

The court of appeals dismissed the petition for a writ of mandate 
and thereby made no criticism of the action of the Navy Department. 
in going ahead with the case. All of those things occurred during the 
fiseal year 1953 during which a restrictive rider existed only in the 
Department of Justice Appropriation Act. 

For the fiseal year 1954, however, there has been a similar restric- 
tive rider not only in the Department of Justice Appropriation Act 
but in the Department of Defense Appropriation Act as well. So the 
Government has had no money for anyone to try this case. The 
situation we are now in, after many continuances, because of no money, 
is that we have a trial set in the district court for November 1954 
against Fallbrook. We have a judgment which would be binding on 
any appropriator if it is sustained pending in the Court of Appeals, 
Ninth Circuit. We have no money to try either one, either the action 
in the district court or the appeal in the ninth circuit. 

Mr. Wicctesworrn. You mean the judgment has been appealed? 

Admiral Nunn. The judgment has been appealed, sir. The briefs 
of the appellants are due on the 12th of May 1954. The Government 
is put to it sorely now to handle that. appeal, which is coming first. 

We have gotten a continuance until November, until we pass the 
expiration of this fiscal year, in the district court. But this appeal 
we cannot control too well. Briefs are due on the 12th of May this 
year. 

The Department of Justice is trying to handle that appeal with a 
gratuitous attorney who is patriotically giving his services in that 
matter. 

STATUS OF CASE 


Mr. Suepparp. What is the status, if I might ask, Mr. Chairman, 
of the arrangements and agreements by and between the attorney 
general of the State of California and you gentlemen who are involved 
on the Government’s side of this litigation? f 

Admiral Nunn. With the attorney general of California? 

Mr. Suepparpb. That is right. 

Admiral Nunn. The State of California has intervened, Mr. Shep- 
pard, as a defendant in intervention. The State of California is also 
appealing the judgment from the district court, which the Govern- 
ment has against the State. 
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Mr. Suepparb. In other words, the attorney general ot the State 
of California has joined in this suit with the Department of Justice 
of the Federal Government? 

Admiral Nunn. No, sir. They are on the other side. There is a 
stipulation entered into between the State of California and the United 
States in which we stipulate that the law of California shall govern 
in this suit and that our rights in this case are only those of a private 
citizen. So far we are together. There are other issues, however, 
upon which we differ. 

Mr. SHEPPARD. Your statement pertaining to the case being tried 
and the recognition of the California water law prompted my question 
as to what the attitude was of the attorney general of the State of 
California, because at the moment it would occur to me if the case is 
acquiesced in by all parties to be adjudicated upon the premise of 
California water laws, that that would be one situation which under 
the normal concept would indicate to me that the attorney general 
would be somewhat compatible to the ideas propounded by the Fed- 
eral Government. Perhaps I am wrong. 

Admiral Nunn. The position of the State of California is that the 
State is the parens patriae of all its citizens and is interested in making 
full use of the water in that semiarid area. It is the State of California 
that owns the surplus waters, since 1913, and which allocates surplus 
waters to appropriators. It is in the pretection of those rights, and 
in the assertion of California State water laws that the Attorney 
General of California is in the suit. 

I think, sir, in order to be perfectly clear, some of the issues of law 
decided in the district court are probably contrary to Brown’s concept 
of what the State of California’s law really is, and he would like to 
have this up on appeal. It is my belief that he feels some of the issues 
decided by the district court at the trial are incompatible with what 
the water law of California really is. 

Mr. SuHepparD. Mr. Chairman, I would like to make this state- 
ment, if | may: It has always been my personal conviction that the 
Federal Government had a right to exercise its prerogative under the 
original purchase. There seems to be a rather moot question, if I 
may say so as a nonprofessional man. The title was clouded when 
it was purchased by the Federal Government by a misinterpretation. 
There was a suit filed and there was a compromise agreement and 
the court rendered a decision that both litigants conceded was okay. 
It left the issue clouded as to the actual water rights. 

Admiral Nunn. May I put it a different way? 

Mr. Suepparp. I am using the layman’s language. 

Admiral Nunn. Yes, sir. When the United States purchased this 
property it succeeded to the rights of its predecessors in interest. One 
of the rights to which the United States succeeded was a stipulated 
judgment-—stipulated in a judgment of the California State courts in 
about 1936—under which an upper right area owner, the Vail estate, 
was allowed to build a dam on this stream, but was required to let 
down past the dam two-thirds of the produce of the dam for the lower 
riparian Owner, our predecessor in interest, while Vail retained one- 
third of the produce himself. 

The stipulated judgment, Mr. Sheppard, certainly is one of the legal 
issues in this case. We maintain that we are entitled to take the 
benefit of its provisions. I think that some of our opponents—not 
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all—take the ition that the stipulated judgment was rendered 
contrary to California State law in the California courts at the time 
it was rendered. 

Mr. Suepparp. Off the record. 

(Discussion off the record.) 

Admiral Nunn. Mr. Chairman, it is the desire of the Federal Goy- 
ernment on this matter, in which the Attorneys General past and 
present concur—— 

Mr. Manon. Attorney General of what? 

Admiral Nunn. Of the United States; that there is a valuable 
froperty right of the United States involved which should be litigated. 

e feel if we do not have the water we think we have, we will have to 
ask for appropriations varying between $750,000 and $1,000,000 per 
year in order to supply Camp Pendleton, the ammunition depot, and 
the naval hospital, and all we want to do is to litigate this matter and 
clear our title. Therefore, we would like to be able to go into the 
district court free of this financial restriction in the appropriation act. 
We would like to do that in November in the district court and we 
would like also this summer to be able to use the facilities of the 
Department of Justice in going before the United States Court of 
Appeals in the Ninth Circuit. 


RESTRICTION IN DEPARTMENT OF JUSTICE APPROPRIATION BILL 


Mr. Forp. Was the restriction to which you referred included in 
the Department of Justice appropriation bill for the fiscal year 1955 
that recently passed the House? 

Admiral Nunn. Yes, it was, and I might add in the interest of 
completeness, that the Attorney General of the United States re- 
quested that it be removed in the same manner that I am requesting it 
here. He has made the same request before the Senate committee 
and the Senate committee has not reported its bill yet. 

Now, I think it is also proper, in the interest of completeness, Mr. 
Sheppard, for me to mention something about the bill which is pending 
— the Congress now and which the House of Representatives has 
passed. 

There is a bill which has passed the House of Representatives which 
would authorize the construction of a dam on this river, and which 
would allocate the impounded waters, 60 percent to the Government 
and 40 percent to the Fallbrook Public Utility District. This bill 
is pending before the Committee on Interior and Insular Affairs of 
the Senate. Hearings were held about 2 weeks ago. 

The executive branch of the Government at those recent hearings 
presented to the Senate committee a bill which the Departments of 
the Navy, Justice, and the Interior feel will protect the interests of 
the United States, and at the same time permit the building of the 
dam, the impounding of any surplus waters that may exist, and their 
use by such appropriators as the State of California may designate. 

It is the duty of the State of California to make those appropria- 
tions from California surplus waters. 

That bill was presented to the committee, and if my information 
is correct, is under consideration by the California delegation at the 
present time. 
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I have not heard what the position of the California delegation is 
with respect to that bill, sir. But in that piece of legislation there is 
certainly this implicit thought—that the water cannot be distributed 
under that bill, or by any equitable standard, until and unless this 
case is decided in the courts. 

Mr. Forp. Does not the passage of that bill, as I understand it, 
obviate the necessity for the continuance of this lawsuit to an extent? 

Admiral Nunn. No, sir; it does not, Mr. Ford. 

Mr. OstertaG. It would just be the opposite? 

Admiral Nunn. Just the opposite. As I sit here now, and as a 
lawyer, I do not know what I would want to do on behalf of the Gov- 
ernment if the bill as passed by the House became law, because I 
think I would be forced to recommend that the United States ask the 
Federal district court for a declaratory judgment before I would know 
the full effect of the measure upon the lawsuit or upon the rights of 
parties to the water of the river. 

Now, if the bill which the executive branch has presented to the 
committee becomes law, I think that no agency of the Federal Gov- 
ernment could possibly and conscientiously spend money, $24,500,000, 
in building a dam until those water rights had been adjudicated. 

Mr. SHEPPARD. You are absolutely right. 

(Discussion off the record.) 

Mr. Wicereswortu. I think that we bave the picture. Thank 
you very much, Admiral. 

The section formerly numbered 647 is identical with the language 
used this year, and the section formerly numbered 648 goes out because 
the agency concerned has been discontinued. 


Construction, Reactivation oF Bakertes, LAUNDRIES, ETC. 


That leaves only section 804, which provides that none of the funds 
appropriated shall be used for the construction, replacement, or re- 
activation of any bakery, laundry, or dry-cleaning facility as to which 
the Secretary of Defense does not certify in writing giving his reasons 
therefor that the services to be furnished by such facilities are not 
obtainable from commercial sources at reasonable rates. 

I note that this section is submitted with recommendation that it 
be deleted. Is there any statement in this connection? 

Mr. Gartock. These sections have to do with public works, and 
we assumed that they would be picked up in the public works bill. 

Mr. Scrivner. It does no harm to leave it in. 

Mr. Gartock. It does no harm. 

Mr. Scrivner. I do understand that there has been a pretty 
thorough review made by the services of all of the bakeries and the 
laundries with a view to cutting them down to the barest possible 
minimum. 

Mr. Gartock. That is right. 

Mr. Miter. Reactivation could not come under the other section, 
I would think. 

Mr. Gartock. You are right. 
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Recrvuitinc Expense—AIR Force 


Mr. Scrivner. The subject has not been raised here today, but 
in the Air Force hearings a change was suggested in the language 
found on page 191 of the bill under maintenance. and operation. 

The Air Foree requested that there be included in the language 
“recruiting advertising expense.”’ 

We were told in connection with that request that the Air Force 
was going to undertake a recruiting program different from that 
which has been carried on in recent years; namely, that they antici- 
pated undertaking their own recruiting in connection with their 
aviation cadet recruiting program. 

We were also told in connection with this that where there was in 
the recruiting offices only one service represented and that was the 
Air Force service, that that single representative would be withdrawn 
and that no longer would the Air Force be carrying on its recuiting 
program in connection with the Army and the Navy as it now exists. 

We were told that in order to have the authority to spend money 
under maintenance and operation for recruiting advertising, that 
this language had to be 

The amount we were told would be required was $1,200,000 for the 
recruiting advertising. 

This, of course, becomes a-matter of policy. .As-chairman of the 
Air Force panel, I felt that this was a matter which should be passed 
upon by the full committee, and particularly should the full committee 
get all of the information which was developed in the Army hearing 
so that we might determine what the full impact of this divided 
program would be. 

Mr. Wuirr. May I speak to that? What started this whole thing 
was the fact that the Air Force must stay on a 4-year enlistment. 
With the complicated equipment that we have, if we ever get forced 
off the 4-year enlistment, we will be in trouble. The costs will be 
much greater and the manpower requirements will be more. 

Mr. Scrivner. I have heard no suggestion that you are going to 
be forced to 4-year enlistments. 

Mr. Wuire. We started to fall behind our quotas on voluntary 
enlistments, running with the Army. We then took it up with the 
Department of Defense to see whether or not we could get separate 
recruiting because we felt if we could handle the thing ourselves and 
not have it handled by the Army, whose interest in getting 4-year 
enlistees for the Air Force could hardly be as intense as ours, we would 
be able to keep our quotas up. 

This thing has been under study by the Department of Defense 
for a period of 3 months and was gone over very carefully by Dr. 
Hannah and Mr. Wilson himself, and they finally decided in our favor, 
that taking everything into consideration it would be better to let 
the Air Force recruit separately. 

I would like to go on and explain what recruiting separately means, 
because there seems to be a great misconception of. it. 

There is in this setup what is called the Armed Forces examining 
stations, the joint processing stations, and the recruiters. The plan 
is to stay joint in the Armed Forces examining stations; to stay joint 
in the joint processing stations, and only to break out in the recruiting 
setup. 
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Now, we have put into effect this plan and it will actually save 
money. I want to give you a few figures to show. We have in the 
Air Foree today in charge of this program 3,008 people. 

Mr. Forp. Military and civilian? 

Mr. Wuire. Those are the total authorized spaces; everything, 
3,008. 

Under the new program, if we get it by ourselves, we have agreed 
firmly, and we have bound ourselves firmly to do it, with 2,267 
people assuming that the program presently planned does not change; 
in other words, we will save 741 people in the Air Force. We ran the 
averages of the salaries of the people involved, and it amounted to 
$4,400 apiece, so there is a net saving in the Air Force of $3,200,000 
by letting us separate. 

When I say we will do it with 2,267, we will leave 506 people in the 
joint processing agency to work with the Army. 

Mr. Forp. Compared to what you have? 

Mr. Waite. That is the same number we have. We leave the same 
506 there, so actually we come out with 1,761 people to do our program. 

Mr. Forp. How many did you have? 

Mr. Wuirte. We had 506 before out of 3,008. 

Mr. Forp. What is the comparable figure to the 1,761? 

Mr. Wuite. The comparable figure to 1,761 is 2,500. We are 
saving 741 spaces total on the deal. There is a total saving of 741, 
which means a saving of $3,200,000, plus the fact that it will accelerate 
our recruiting a great deal. 

Mr. Mixer. Could you explain to me how you can save people to 
that extent when you are adding new facilities? 

Mr. Wuire. We are not adding one new facility. We are going to 
continue to use joint facilities. 

You-see; we-have a setup in the Air Force now called aviation cadets, 
and by pulling out of the Army and combining with the Air aviation 
cadet recruiting program we will be able to save 741 spaces. 

Mr. Miuuer. We were given to understand Defense Department- 
wide it would cost about $10 million more. 

(Discussion off the record.) 

Mr. Scrivner. Please furnish a chart showing steps presently 
taken in processing a recruit. 

Mr. Wuire. [ will submit the chart for the record. 

(The information is as follows:) 


Steps Processine Aa Recruit 


VOLUNTEER 


Recruiting station.—After contact is made by recruiting personnel, the pros- 
pective volunteer is forwarded to the recruiting main station. 

Recruiting main station.—Administrative processing, such as application for 
enlistment, preliminary screening for eligibility, physical condition, ete, is accom- 
plished. Then the individual is forwarded to Armed Forces examining station. 

Armed Forces examining station.—The mentel and physical examinations are 
conducted at this installation. The volunteer is returned to the recruiting main 
station. 

Recruiting main station—Final administrative processing is accomplished. 
The individual is enlisted here, then forwarded to a reception station for final 
disposition to a training division. ; 
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INDUCTEE 


Local board.—Local board issues draft notice and forwards the individual to an 
induction station. 

Induction station.—Administrative processing is accomplished, such as forms for 
induction are completed. Them the individual is forwarded to Armed Forces 
examining station. 

Armed Forces examining station.—Final mental and physical examination js 
- If individual is acceptable for service, he is forwarded to the induction 

tion. 

Induction station.—Final administrative processing for induction is accomplished 
and the individual is inducted. He is then forwarded to a reception station for 
forwarding to a training division. 


Mr. Wurre. The draft Mr. Wilson put out said this, and I would 
like to put it in the record, from his draft dated March 6, 1954: 


In order for the Air Force to be more directly responsible for their own re- 
cruiting, the Air Force will, not later than July 1, 1954, assume operational 
control of Air Force recruiting and be responsible for its administrative and logis- 
tical support. 

Joint processing of applicants for enlistments in the Army and Air Force wil! 
be the responsibility of the Army with military and civilian personnel provided 
by both Services in proportion to the projected accessions for each service on an 
annual basis. Cost of travel of applicants and enlistees will be borne by each 
service. Motor vehicles and equipment now used by the joint recruiting service 
will be distributed between Army and Air Force on a mutually satisfactory basis. 

Joint use of facilities and cross-servicing will be accomplished to the greatest 
practicable extent. The Department of the Army will be responsible for facilities 
jointly used. Facilities not used jointly will be the responsibility of the using 
service. Navy recruiting facilities now operated separately are to be brought 


into joint use of facilities wherever practicable. Every effort is to be made to. 


bring the recruiting offices of all services close together in the same building, 
wherever possible. 

The Armed Forces examining stations will continue as a joint agency serving 
all three services. 

The thing I want to get across is that actually when you talk about 
recruiting you are talking about three things. 

The man comes in and he gets examined. That will stay joint; 
Army, Navy and Air Force. 

The recruiter brings him in. That is the only thing being sep- 
arated. He goes into the Armed Forces examining center. That is 
joint. He goes to the processing center, where the papers are typed, 
the enlistment drawn up, and he gets orders and is shipped out. 
That will stay joint. 

Mr. Mauov. Is that a decision made at the top level of the Depart- 
ment of Defense? 


Mr. Wuire. That is right; the experience in the first 6 months of 


fiscal year 1954 indicated we were going to have a tough time. 

Mr. Scrivner. There has been no talk, so far as I have heard, with 
us or anybody else, about 2-year enlistments in the Air Force. 

Mr. Wuire. No. 


Mr. Gartock. If we do not get 4-year people we will have to go 


2 years, to keep up the strength. 

Mr. Scrivner. You do not need to drop to 2 years yet. 

Mr. Scrivner. The decision has been made, so’ that the only thing 
we are encountering here is the question of funds. The first of those 


figures were read by Mr. Wigglesworth, which showed that under the 


joint program, if it is continued as a joint program, the cost from 
Army appropriations would be $18,120,773; but with the new re- 


v separate recruiting program the Army figure goes up to 


( 
’ 
‘ 
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$20,635,847, which is about $2,450,000. In comparison with that the 
Air Force portion of the joint program, according to the figures fur- 
nished us now, would have been $16,656,623, and under the separate 
program their program figures drop to $14,539,948, which is a reduc- 
tion of about $2,110,000 in their own appropriations. 

When we total the two, the joint program was costing us $34,777 396, 
and the separated program will cost us $35,175,795, or an increase of 
approximately $400,000. 

Mr. Manon. We are aimost trading dollars here, if there is nothing 
more than $400,000 involved. 

Mr. Wuire. Actually it would be less. 

If those figures are the same as those I saw last night, the Air Force 
will be lower than those figures show because there are certain things 
in those figures that I do not think we should have. 

The net transaction that was made amounts to something like this: 
The Army’s cost on their estimate—and the general has confirmed it 
here —will go up around $2,500,000. The Air Force cost would come 
down about $3,250,000, so that there would be a net saving by sepa- 
ration of $750,000. 

The position that the Secretary of Defense took and the Air Force 
took was that we would make sure there would be no additional cars 
bought, either, so the committee can be assured within the total num- 
ber of cars that were. assigned to recruiting, 1,649, that the separate 
recruiting will handle it with no more than 1,649. 

Mr. Forp. Let me ask you, General, how many additional military 
personnel will the Army need to handle its responsibilities under the 
new program? 

General WesTMoRELAND. 1,086 military, sir. 

Mr. Forp. You will need that many more? 

General WestTMORELAND. Yes, sir. 

Mr. Forp. That will give you how many? 

J me ape WESTMORELAND. That will give us a total of 2,175, Mr. 
ord, 

Mr. Forp. How many civilians? 

General WestMorELAND. Under the new plan the Army will have 
165 and they will transfer 477 to the Air Force. 

Mr. Forp. What will be your breakdown between officers and 
enlisted under the 1,086? 

General WresrMorRELAND. Ninety-seven officers and nine hundred 
and eighty-nine enlisted, sir. 

Mr. Forp. Those are that many additional you have not counted 
in the organization for the Army heretofore? 

General WestMorRELAND. That is correct, Mr. Ford. 

Mr. Forp. In the budget presentation before our subcommittee 
on Army appropriations, with regard to these first two steps that Mr. 
White mentioned, the processing and the Armed Forces examining 
stations, it is my recollection that the Army budgeted for the Air 
Force’s part of that; is that correct? 

General WestMorELAND. That is correct, sir. 

Mr. Forp. Which means that the Army under this program for the 
fiscal year 1955 can delete that part that heretofore has been an Air 
Force responsibility, and the Air Force in turn will take it over and 
pay for it. 
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Mr. Wuirr. No. We are leaving the people there. We are not 
separating them. 

Mr. Forp. The cost of transportation which was also included in 
there can be deleted from the Army budget, and tie amount can be 
added to the Air Force budget? 

General WestmoreLAND. A portion of the cost of transportation 
will be deleted from the Army budget. The Army budgets for the 
Armed Forces examining stations and for the joint processing stations. 

Mr. Gartock. I think what was uppermost in the Secretary’s mind 
in doing this was to get efficiency in recruiting, and that was para- 
mount rather than the economy motive. He was obviously going to 
do it as inexpensively as possible, but primarily he was addressing his 
attention to a defective recruiting system. He thought that he could 
get a more effective recruiting system if each service was selling its 
own bill of goods. 

Mr. Wiecieswortn. Thank you very much. 

Are there any further questions? If not, without objection, the 
committee will stand adjourned until 10 o’clock tomorrow morning, 
at which time we will take up the Office of Public Information. 


Wepnespay, Marcu 31, 1954. 


OFFICE OF PUBLIC INFORMATION 
WITNESSES 


HON. CHARLES E. WILSON, SECRETARY OF DEFENSE 

F. A. SEATON, ASSISTANT SECRETARY OF DEFENSE (LEGISLATIVE 
AND PUBLIC AFFAIRS) 

D. WALTER SWAN, DEPUTY FOR PUBLIC AFFAIRS 

Cc. H. SCHOOLEY, DIRECTOR, OFFICE OF PUBLIC INFORMATION, 
OFFICE OF THE SECRETARY OF DEFENSE 

LYLE S. GARLOCK, DEPUTY COMPTROLLER . 

J. R. LOFTIS, DIRECTOR, OFFICE OF ADMINISTRATIVE SERVICES 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 


Appropriation or estimate... $550, 000 $450, 000 $1, 000, 000 


Obligations by activities 
Public information: 
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Obligations by objects 


Object classification 


Total number of permanent positions. 
Average number of all employees. 
Average salaries and grades: 
Gener il schedule grades: 
Average siliry 
Crafts, protective. and custodial grades: 
Average saliry 
Average grade. -............... 


Personal services: 
Regulir pay in excess of 52-week 
Payment above basic rates 


Total personal services 
Communication services-_._ 


Rents and utility services... 
Printing and reproduction__ 
Other contractual services_ 
Supplies and materials______ 
Equipment. 

Taxes and assessments 


Obligations incurred 


| 1953 actual | 1954 estimate | 1955 estimate 
125 75 109 
85 68 105 
$5, 217 $5, 605 $5. 
GS-7.5 GS-78 Gs-7.8 
$2, 9 $2 


$468, 207 $376, 235 $571, 415 
1, 547 1, 465 2, 285 

1, 000 2, 000 

470, 700 378, 700 575, 700 
10, 289 15, 000 40, 000 
53 500 500 

25, 579 21, 500 75, 900 
195 200 200 

1, 735 3, 000 30, 000 

5, 812 8, 500 191, 500 
14, 469 13, 000 60, 000 
4, 767 9, 000 25, 000 
609 1, 200 

534, 145 450, 000 1, 000, 000 


Analysis of erpenditures 


1953 actual 


1954 estimate 


1955 estimate 


Unliquidated obligitions, start of year 


Deduct unliquidated obligations, end of year 


Expenditures are distributed as follows: 
Out of current authorizations 
Out of prior authorizations 


Obligations incurred during the 


$29, 401 


$543, 145 450, 000 1, 000, 000 

534, 145 479, 401 1, 029, 401 

29, 401 29, 401 29, 401 

504, 744 450, 000 1, 000, 000 

504, 744 425, 000 975, 000 


tion. 
morning. 


long run. 


here in Washington. 


Secretaries. 
43960—54——-85 


GENERAL STATEMENT OF SECRETARY WILSON 


Mr. WiaateswortH. The committee will come to order. 
will take up this morning the request for the Office of Public Informa- 
We are happy to have the Secretary of Defense with us this 
I understand he has a statement for the committee. 
We shall be glad to hear from you, Mr. Secretary. 

Secretary Wiison. Perhaps the best thing for me to do is to read 
my statement and present the matter, and then you can ask questions. 

Mr. WiaGctesworru. I believe that will probably save time in the 


Secretary Witson. I would like to talk to the committee about the 
manner in which we propose to revise and improve the public infor- 
mation part of our activities in the Department of Defense, particu- 


larl 

You will recall that last year when Congress approved the Presi- 
dent’s Reorganization Plan No. 6, it established several new Assistant 
Some of these positions replaced existing boards and 


We 


ee CPC-3.0 | CPC-3.0 | CPC-3.0 
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offices in the Department, but we announced at that time that we 
meserer to use one of these posts to assume the responsibility in the 
epartment of Defense for Legislative and Public Affairs. 

This position was set up as a result of the recommendations of the 
Rockefeller Committee which indicated that a substantial improve- 
ment could and should be made in the handling of our public informa- 
tion and legislative activities. 

As a result of my experience as Secretary of Defense and from my 

revous experience, I believe that public information activities of the 
De artment of Defense exist solely to provide Members of Congress 
and the American public with a stemighi-forwerd story in regard to 
the major activities, the needs, and the objectives of the Department 
of Defense and to inform the Cengress and the public of the relation- 
ship of these activities to the overall Government policy. 

It is our objective to develop a public information organization 
which carries cut such a pros, and I think that it is essential that 
we have an organization here in Washington for this purpose properly 
organized and staffed by ve I people. We intend to make 
news more readily available to the Congress and the people, eliminate 
duplication and inefficiency, and do this job at less cost to the tax- 
paver. 

As you know, the President has appointed Mr. Fred Seaton as the 
Assistant Secretary of Defense for Legislative and Public Affairs. 
The public information activities of the Depariment of Defense over 
the world will be under the policy direction of Assistant Secretary 
Seaten. This overall activity must be responsive not only to the 
Secretary of Defense but must recognize the responsibilities of the 
Secretaries of the Army, the Navy, and the Air Force as well. It is 
a coordinating job as well as a job of clarifying policy. 

To this end we intend here in Washington to accomplish centrally 
what can best be accomplished centrally and yet we recognize that 
some requirements exist in the services for public information con- 
tacts and activities if we are to serve the military departments and 
the public well. 

e have, as you know, an Office of Public Information in the 
Office of the Secretary of Defense. Herschel Schooley is the Director 
of the Office of Public Information. We propose to provide, under 
Mr. Schooley’s supervision, a staff, small by comparison with previous 
groups, to serve the entire Department of Defense at the seat of 
government. We propose to eliminate duplicating and conflicting 
services and where practical functions now being carried on in the 
several offices of public information. 

Each of the military services will retain public information activ- 
ities here in Washington, responsible to the Secretaries of the military 
departments. These organizations will confine their attention to item 
of interest within their own service and will be expected to make use 
of the consolidated activities. They will also be expected to coordi- 
nate their activities with the central office of public information and 
assist this office as may be required. 

I am asking the Secretaries of the military departments to assign 
a qualified officer from each of their public information offices to 
assist in the coordinating of the public information activities here in 
Washington. These officers will be under the guidance of their 
respective military departments but are to understand that they have 
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an overriding responsibility to contribute to and cooperate with the 
public-information planning of the central organization. This is 
essential in order to provide the closest of coordination at all times. 
Mr. Seaton has designated his deputy for public affairs, Mr. Walter 
Swan, to head this organization. 


REDUCTION IN REQUEST 


It is my conviction, based upon the experience of the past year, that 
we can carry out this program with substantially less people and at 
less cost to the Government than is now the case. We have secured 
the approval of the Director of the Bureau of the Budget and we now 
propose that your committee reduce the request of the Office of the 
Secretary of Defense budget for the Office of Public Information from 
our initial request of $1 million to $500,000. Under the general 
provisions as now written into section 723, we would recommend that 
the restriction on public information funds of $4% million per year be 
amended to provide for a maximum allowance under this restriction 
of $3% million per year. 

The $3% million limitation will provide for the $500,000 recom- 
mended for the Office of Public Information and for $1 million each to 
the military departments. 


MILITARY PERSONNEL 


In order to provide military personnel to serve in the Office of 
Public Information in the Office of the Secretary of Defense, we are 
asking the 3 military departments to provide this Office with approxi- 
mately 13 officers each instead of 25 each as at present. 


ESTIMATED COSTS AND EXPENDITURES 


The central office in the Pentagon will be operated with an ovecall 
cost of approximately $740,000 in fiscal year 1955, $240,000 of which 
is the estimated cost of the approximately 40 officers supplied by the 
military departments. This is a reduction of $227,000 from the 
estimated expenditure this year. It is also $278,000 less than the 
actual expenditure in fiscal 1953 and $756,000 less than the actual 
expenditures in fiscal 1952. 

This proposal will mean that expenditures within each of the mili- 
tary departments under their direct control will be limited to approxi- 
mately $920,000 during fiscal year 1955. 

That is, of the $1 million, $80,000 will cover the pay and allowances 
of military personnel assigned to the central organization. The total 
for the 3 military departments will be $240,000 for these assignments. 
This is a reduction of $280,000 from the estimated expenditure this 
year and is nearly $2 million less than the estimated expenditure in 
each department in fiscal year 1952. 


LIMITATION UNDER SECTION 1723 


have explained how we propose to operate the public information 
activities of the Office of the Secretary of Defense and of the military 
departments if the general provisions under section 723 continue as 
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they are now written. I would like to recommend to the consideration 
of the committee that they remove this limitation entirely. 

We now have an effective mechanism for the supervision of public 
information activities and the restrictions under this section operate 
in such a fashion as to create burdensome accounting problems. [| 
can assure the committee that the wishes of Congress in this regard 
will be followed and that we can supervise these activities effectively. 

Even with this smaller amount of money, we believe we can conduct 
a comprehensive public information program by proper organization 
and coordination which will meet the needs of the Congress and the 
public. We intend to move in this direction immediately so that these 
plans will be fully operative by the beginning of the next fiscal year. 


EXPENDITURES 


There is a table here showing fiscal year expenditures. The totals 
of the 1952 expenditures, as best they could be tabulated, showed 
$10,245,345. In 1953 we spent $4,795,406. Our 1954 budget is $4.5 
million. In 1955 we propose $3.5 million. 

(The table is as follows:) 


Recap of fiscal year expenditures 


1952 1953 1954 1955 
Office of Public Information...................- $1. 495, 769 $1, 017, 973 $967, 395 $740. 000 
2, 928, 155 1, 474. 060 1, 185, 000 920, 000 
3, 066, 314 1, 307, 119 1, 182, 605 920, 000 
2, 755, 107 996, 254 1, 165. 000 920, 000 
‘Total 10, 245, 345 4, 795, 406 4, 500, 000 3, 500, 000 


Secretary Witson. I have asked Mr. Seaton, together with Mr. 
Swan and Mr. Schooley to attend these hearings with me in order 
that they can fully explain the details of this budget program in 
which we are recommending a reduction, and to answer any questions 
which the members of the committee may have. 

Mr. Wiceiesworts. Thank you, Mr. Secretary. 

You have referred to the designation of Mr. Seaton as Assistant 
Secretary of Defense for Legislative and Public Affairs. His func- 
tions, and the finances which he receives, include not only this Public 
Information function and finances but some further functions and 
finances; is that not true? 

Secretary Witson. In his own case they do; surely. 

Mr. Wiccteswortn. In other words, for the purpose of legislative 
and public affairs I understand there is first a request for $268,100 
for activities outside of the one before us now; is that right? 

Mr. Seaton. That is correct, sir. 

Mr. Wicc.ieswortu. Then if this request is approved you would 
have here departmentally $500,000, plus $240,000 received from the 
3 branches of the services. 

Secretary Witson. The latter amount is for military personnel 
assigned by the three services. ; 

Mr. Wicerreswortn. Dollarwise that would give you 740,000 to 
operate with in Washington. 
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Secretary Witson. That is right. 
Mr. WiGGLEswortH. Over and above that in the three branches 
of the armed services you would have how much? 

Secretary Witson. $920,000 for each department. 

Mr. WiGGLEsworTH. $3 million overall, less the $240,000 that they 
jointly contribute. 

Secretary Wixson. That is right. Now, they are contributing 25 
officers apiece, which we estimate cost about $6,000 per officer. 

Mr. Seaton. $6,000 on an average basis. 

Secretary Wiison. They are now each contributing the equivalent 
of $150,000 worth of salaried personnel, and we are reducing that to 
$80,000. 

Mr. Wiae.ieswortu. I understand Assistant Secretary Seaton has 
general charge in the field of public information. 

Secretary Witson. That is correct. 

Mr. Wiae.tesworta. And Mr. Schooley is in charge of the Office of 
Public Information, Office of the Secretary of Defense? 

Secretary Wriison. Mr. Swan is Mr. Seaton’s deputy for 
Public Affairs which includes Public Information activities. Mr. 
Seaton also has a deputy for Legislative Affairs. Mr. Schooley is 
Director of the Office of Public Information. 

Mr. In Washington? 

Secretary Wrison. In Washington, to carry out the contacts and 
handle the program efficiently. 

Mr. Wice.Leswortn. Then you have in Washington also, I assume, 
a setup in each one of the three services? 

Secretary Witson. That is correct. 

Mr. WicaLeswortu. With someone heading that up in each in- 
stance? 

Secretary Witson. That is right. 

Mr. WiaeLesworts. On top of that there is a field organization? 

_ Secretary Wiison. Each of the services also have a field organiza- 
tion. 


ALLOCATIONS TO SERVICE AND CONTROL OF EXPENDITURES 


Mr. WiaGiteswortH. How will the $1 million for each of the 
services be allocatad and controlled as to expenditure? 

Secretary Witson. Well, it would be handled like any other money 
appropriated for any purpose. It now has a special limitation on it, 
and the services would like to have this eliminated, because it requires 
extra bookkeeping and accounting, which we do not think helps us 
to control the Public Information program. 

Mr. Wiaeteswortu. Who is to control the expenditure? Will that 
be done from your office, or will that be delegated to each one of the 
services? 

Secretary Wiison. The office under the direct supervision of the 
Department of Defense will be controlled by my staff. The three 
military departments will be responsible for their money, just like 
they are for the other money they get, for all kinds of different pur- 
poses. 

Mr. Wiacieswortu. What about the responsibility as between the 
setup in your office and the setup in the three branches of the armed 
services? 
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Secretary Witson. We have a chart here which I believe will explain 
it. 

I might just say here that this chart shows the direct line of respon- 
sibility from the Secretary of Defense’s Office to the three military 
departments. Under the military departments they have a Public 
Information Office. This red line shows another channel of coopera- 
tion and control and policy determination. The intent is to pull 
these people closer together than they have been, and where there has 
been any duplication we can do the work over here for all three. 

As I say in my statement, I am asking the three military depart- 
ments to select a man who will be responsible for coordinating public- 
information activities at the Department of Defense ra Then 
Mr. Schooley will operate this particular office here, carrying out the 
policies and the activities that are determined to be proper centralized 
ones. 

This group right here: One Public Information Officer each desig- 
nated by the Secretary of the military department, with Mr. Swan, 
will handle the coordinating functions. 

We hope to study the entire matter and determine what is the right 
thing to do to serve the public and the Congress and not waste any 
money. 

Then Mr. Schooley has the job of getting it done. We hope we will 
mt weary over it too much. We will just get together and do the 
job well. 


RESPONSIBILITY FOR CLEARANCE AND RELEASE OF INFORMATION 


Mr. Wiaetesworrn. You have an Office of Public Information in 
the Department of Defense on that chart. You have also an Office of 
Public Information in the Army, in the Navy, in the Marine Corps, 
and in the Air Force. 

Where is the responsibility for the publicity which is issued? Is it 
in each one of those offices, or is it in the Office of the Secretary of 
Defense, as the result of the coordinating activity you have ihereed to? 

Secretary Wrison. Fundamentally, it will still be in the military 
departments with the Office of Public Information responsible for 
clearance and actual release. If it is a simple thing which involves 
only the Army and does not involve any policy or any special problems 
or anything, it will be released promptly. If it is something new and 
different, or if there is a question of policy involved, then it will come 
up through the other channel for coordination. 

Mr. WiaciteswortH. Well, if the Army wants to put out a publica- 
tion or wants to put out a release, is that cleared with the setup in your 
Office before release, or does the Army have the full authority and 
responsibility for what is put out? 

Secretary Wiison. We have a security review branch for clearing 
all those releases from a security standpoint. I think we have about 
13 officers. That is one of the main responsibilities of these men who 
are assigned to the Central Office of Public Information from the 
military departments. They go over all the proposed publications 
and speeches or anything else that anybody is going to make, where 
anybody has rai the question, “Is it the right thing to say?” or, 
“Do you find any security regulations to be violated if it is done?” 
We are going to try to coordinate additional functions. Some of our 
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services can be centralized, instead of having people in so many 
different places. We are going to try to save some money by pulling 
those functions together. 

Mr. WiceteswortuH. Does that mean that if something is published, 
assuming this setup is approved, which should not be published, 
which violates policy or violates security, the responsibility will be 
in the overall setup in your office? 

Secretary Wiison. That is right. 

Mr. WieeLeswortnH. As distinguished from the setup in the 
branches of the services? 

Secretary Witson. That is right. If somebody goes off the deep 
end and should have told Fred Seaton and his men about it, we will 
try to see that it does not happen again. 

Mr. WiaGiesworth. I raise this question, Mr. Secretary, because 
this committee has been greatly disturbed in the past on various 
occasions by the fact that something has been presented here across 
the table as being secret or classified, and then within the next 2 or 3 
days the whole thing, or a large part of it, has appeared publicly in the 
pages of some newspaper or other publication, indicating a complete 
lack of proper control somewhere along the line. I understand, 
from what you have said, that everything has to be cleared through 
Mr. Seaton’s office, assuming this setup is approved? 

Secretary Witson. That is right. 

Mr. Wiacieswortn. Before it is released? 

Mr. Seaton. That is correct; anything that involves security. 

Secretary Wiison. We are going to try to do some more things to 
help properly inform the public and the Congress and to do it the 
very Dest way, instead of the hard way in which we sometimes seem 
todo it. We recognize that the military departments should not make 
announcements generally affecting activities in the districts of a 
Congressman or Senator if it is an important matter, without telling 
him about it before he reads it in the paper, to give him a chance to 
help explain what is going on, as long as it is the right thing. We 
do a better job that way. 

I call it domg it the hard way when you put one out and that starts 
a lot of ruckus, instead of properly explaining it and getting the 
Congressman or the Senator the facts about it, so that he can explain 
it. 

Mr. Scrivner. That is just courtesy, is it not? 

Secretary Wiison.. Yes, but if you do not set up an organization 
to do it you miss one every now and then. 

Also, the timing can be wrong with relation to some of the State 
Department’s affairs. We operate all over the world. We do things 
in this country. We say things that have implications. 

ue just want to doa good job. This is an effort to try to organize 
to do it. 

Mr. Seaton. May [ add to that, Mr. Chairman? 

Mr. Certainly. 

Mr. Seaton. Another thing we are going to try to do in this is to 
make more information available to the Congress and the people, in- 
stead of less. We have presently, frankly and honestly, an unwieldy 
organization from the concept of effectiveness. It takes entirely too 
long in many cases to get the proper information out. In other words, 
this plan of ours is not ea to close any proper doors to public 
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information. It is designed to tighten up our protection against 
security violations. 

Mr. Wicc.ieswortn. I do not think this committee wants to close 
doors to proper information, but I think the anxiety heretofore has 
been rather in the opposite direction; that in the eagerness to make 
available some news that was a scoop or a headline story that proper 
care has not been exercised. 

Mr. Seaton. We are aware of that. 

Mr. WicGcieswortn. Before its publication. 

Mr. Scrivner. Plus another fact, that there seemed to be a race on 
between services for the headlines. If one service comes out with one 
story, immediately another one has to break into a headline to com- 
pete, and then a third one, until finally you have a whole cycle, much 
of which would be better had it not gone out. 

What will your new setup do to stop this race for headlines? 


COORDINATION OF RELEASE BY SERVICES 


Mr. Seaton. Well, primarily by having our organization thor- 
oughly familiar with what is going on through this coordinating 
group, we will have an opportunity to review these releases before 
they actually go out. The preseut situation, as I am sure many of 

ou know, is that the three services have operated autonomously. 
here has been only a rather tenuous line of coordination between 
them and our office. 

I would like to say to you that I have been personally very con- 
cerned, as I know the Secretary has, about some of the unwise re- 
leases both you and the chairman are talking about. I want to say 
on behalf of the services they did not do that deliberately to hurt the 
country, but in some cases the net results have been about that. 

Mr. Wiae.teswortu. I do not say that the services have done 
it deliberately, but experience indicates that individuals in the so- 
called Public Information Service have not had in the past the proper 
appreciation of what should and what should not be published, and 
that we have not had a proper system of control over public informa- 
tion. 

Secretary Witson. They have not had the proper guidance. 
I have been studying this thing now, on and off, for a year. If you 

et into the thing too late there is not much you can do about it. 
50 this is an effort to get into it at the right time. 

I will say this: If this organization does not make an improvement 
over what has been done Mr. Seaton and I are both going to be in 
trouble. Not only are you gentlemen irritated by it, Sut the Presi- 
dent certainly has been concerned, too. 


NEWSPAPER PUBLICATION RE GUIDED MISSILES 


Mr. Wiac._eswortu. A couple of weeks ago, Mr. Secretary, I wrote 
you a letter at the suggestion of 1 or 2 members of the committee, 
calling attention to an Associated Press article which appeared under 
date of March 17, entitled, “18 Types of Guided Missiles Revealed 
by Pentagon Slip.” 

I assume you are both familiar with that article. 
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It was felt that the committee ought to have an explanation of the 
situation. You remember, the article stated in part that— 
an official Defense Department catalog of weapons shows the United States has 
at least 18 types of guided missiles in use, production, or under test. The fact 
cropped up probably unintentionally when a Department production report was 
included yesterday among a file of routine daily orders given to newsmen which 
bore no secrecy label. 

The article goes on, developing what was included in that report, 
including much information believed previously to be classified. That 
is the type of thing which frankly alarms me in respect to the Infor- 
mation Service we are talking about. 

Mr. Seaton. Mr. Chairman, I can answer that for you, if you like. 

(The information is as follows:) 

The official Defense Department catalog to which the press referred, actually 
was an enclosure to a Department of Defense directive establishing a new stand- 
ard form for reporting production schedules and pamageanern of end items. 
This enclosure listed some 500 end items to be reported on. The list did not 
include any information classified as secret. More than 490 of the items had 
previously either been wholly unclassified or considered as restricted, a classifica- 
tion which no longer exists following President Eisenhower's Executive Order No. 
10501. Because of that fact, plus the knowledge on the part of the originating 
office that to stamp the enclosure confidential would hamper its use by authorized 
persons, he chose to release it as unclassified. However, I would like to make it 
plain that this action applied only to the forms before they were filled out. Once 
filled out, the forms would, as before, be classified no lower than confidential. 

After the press accounts appeared, reconsideration of the matter prompted 
the department to order the forms themselves classified as confidential and thus 
removed from public distribution. 

The Department of Defense thus believes the matter has now been handled in 
a manner which will meet with the approval of this committee. Even though no 
sensitive information was made available in the first instance by the uncompleted 
forms themselves, we do feel we could better control ‘‘leaks’”’ if we classified the 
forms also. By the action taken, we believe we have now protected the country 
against such disclosure. 


RESPONSIBILITY FOR DETERMINATION OF CLASSIFICATION 


Mr. Suepparp. Mr. Secretary, the thing to me that is very inter- 
esting is not your financial aspect because, frankly, that is house- 
keeping management on which you have cognizance and responsibility. 
My experience here has indicated that our difficulty apparently has its 
origin at the source of determination of what should be classified and 
what should not be classified. 

Where is that authority vested, if I may ask? 

Secretary Witson. Well, the final vesting of that authority is with 
the President, I guess; is it not? 

Mr. Seaton. That is right. 

Mr. Suepparp. I can concede the fact that the general policy 
emanates from that source. Obviously the President and his staff 
could not supervise the classifying of certain material. 

Secretary Witson. Oh, no. We have the responsibility, and the 
responsibility really is in Mr. Seaton’s office, with this Security Review 
Branch, on anything that is released officially. 

Mr. Seaton. Yes, that is right. But I think the Congressman is 
asking: Who determines the classification? 

Mr. Suepparp. That is exactly the point. 

Mr. Seaton. In our Department, sir, the originating officer, the 
officer in charge of any project involved in the publication of a report 
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or anything of that sort, makes the determination. For instance, 
the Assistant Secretary of Defense for Logistics and Supply, on any- 
thing going through his office, makes the determination as to whether 
it should be top secret, secret, confidential or whatever it is. 

I hope there is not any confusion. This Security Review Branch 
to which the Secretary referred as being part of the office which | 
head does not make the ground rules. The Department of Defense 
has certain criteria for determining the security classification of 
documents. Our object is to see to it that anything which is released 
for publication, outside of the use by contractors or other authorized 
pees is proper for dissemination to the general public within the 
imits of military security. 

Again, in our Department if there was confusion about how to 
classify a document or whether it should be classified, let us say 
within the Army and the various sections of the Army could not 
oy as to the classification, then it could go to the Secretary of 
the Army for determination. He might, if he chose, go to the Secre- 
tary of Defense or his deputy for it. Each Government Department 
is supposed to monitor its own classification. 

Mr. Suepparp. Well, publications such as the one that has been 
under discussion should be proofread before they go to the printer. 
Are they? 

Mr. Seaton. Yes, sir. Again, let me say, not trying to duck any 
responsibility, because as an officer of the Department I have a 
responsibility in a sense for whatever happens, just as the others do, 
that this particular article was not released through the Public Infor- 
mation Office for publication. It simply was extracted from the files 
by a reporter, who undoubtedly must have gotten a tip from some- 
body that it was there. 

Secretary Witson. I think I understand your point, sir. The 
fact that this information was not marked ‘Restricted’ meant 
that no one committed any crime when he gave it to the reporter 
and leaked it to him. That is what emetbenst p 

Mr. Seaton. You do not have ‘Restricted’ any more. That is 
what caused the original confusion in the definition of what kind of 
document it was. 

Mr. Srepparp. Off the record, please. 

(Discussion off the record.) 


EXPENDITURES 


Mr. Wiceieswortsa. Mr. Secretary, at the end of your statement 
you have given us a recap of the fiscal year expenditures. Your 
proposal s for $740,000 for your office, and $920,000 for each of 
the offices of the 3 branches of the armed services, for an overall 
total of $3.5 million, which compares with $4.5 million in the current 
year, $4,795,000 in fiscal year 1953, and $10,245,000 in fiscal year 1952. 


PERSONNEL 


I understand from page 6 of the statement entitled ‘Salaries and 
Expenses, Office of Public Information,’ furnished to the committee, 
that the $740,000 contemplates an overall personnel of 70 civilians 
and 39 military, or 109; is that correct? 

Mr. Seaton. Yes, sir. 
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Mr. Wiec.eswortn. That compares with 133 on February 28, 
1954, and 153, in January 1953. 

Mr. Seaton. Yes, sir. Actually our authorized strength in the 
matter of bodies, as we call it, for March of 1954 was 139. We 
actually had only 131 people employed and at work. 

Mr. WieeLeswortH. Without objection we will include the table 
on page 6 in the record at this point. 

(The information is as follows:) 


SALARIFS AND ExpmENnses, OFFICE oF PuBLIC INFORMATION, DEPARTMENT OF 
DEFENSE 


Analysis of personnel requirements 


Estimated year- 
Employment Employment end strength 
Jan. 20, 1953 | Feb. 28, 1954 June 30, 1955 
Civil- Mili- | Icivil-| Mili-| Civil-| Mili- 
ians | tary beta ians | tary Total ians | tary Total 
| | 
Office of the Director 19 11 |. 11 11 
26 14 40 22 12 34 23 9 32 
Magazine and Book Branch_.-_-_-.__..-_---.-- 3 5 8 2 4 6 3 3 6 
Radio-Television Branch. -._-....-..-.-.----- 5 8 | 13 1 7 . 1 4 5 
Pictorial Branch. bebdacse Feet cdsesacene ll 15 26 ll 13 24 13 6 19 
Security Review Branch..._.......-...-.-.-_- 4 16 20 6 13 19 7 5 15 
Accreditation and Travel 1 2 3 3 3 
National Organizations Braneh.___........-_. 4 5 9 3 4 7 3 2 5 
Special Events Branch. --.................--.- 3 7 10 3 12 15 4 4 8 
Speakers and Public Appearances Branch _ __- 2 3 5 2 4 oy <3 3 | 5 
Total 78 | 75 153| 64| 133 70| 39 109 


Mr. Seaton. May I add something, Mr. Chairman? 

Mr. WiaGLeswortu. Certainly. 

Mr. Seaton. We contemplate going down substantially beneath 
109 and seeing if we can operate with that. We think 109 is a safety 
valve, sir. It includes 70 civilians and 39 military. We contemplate 
attempting to operate with 50 civilians. 

Mr. Wiaciteswortu. And 39 military? 

Mr. Seaton. Yes, sir. I do not know if we can. We are going to 
try it. If we can make it work we will save that much money and 
that many bodies. Our purpose is to run this at a bare minimum 
and still have effectiveness. 

Secretary Witson. We need some flexibility, because when these 
men start to work together they will consolidate certain activities. 
If it is the right thing to do and the effective way to do it we can then 
go down to a minimum on the proved need. We cannot serve the 
public and the Congress, if we have to add some people, unless it is 
the sound thing to do. 

We are really going to pull it down. In our case, of course, there 
are other expenses as well as personnel involved in it, such as supplies 
of all kinds. 

Mr. Seaton. That is right. The postage charge is in our budget 
figures, and all travel is in there. » 

Secretary Witson. We think if we can get it set up better and 
more effectively, with better control over some of these things, and 
still save $1 million at the same time, that is about what we would 
like to try to do. 
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Mr. Wiceteswortu. Looking at page 7 of the same statement, I 
note that in pulling down your seenal total, except for what you 
have just said, there is a reduction in military personnel and a slight 
increase in your civilian personnel; is there not? 

Secretary Witson. It might be, but we do not know for sure. 

Mr. WiaeLeswortH. That is the basis of the submission? 

Secretary Wiison. That is right. 

Mr. Seaton. Mr. Chairman, as we do this, if this plan goes in, we 
are consolidating 4 different activities, which have been repeated 3 
times in the services, 1 each in each of the services. We think it 
may require additional civilian personnel in order to do that. 

As an illustration, there are now 2 separate and distinct news 
reviews that are issued every day, 1 by the Army and 1 by the Air 
Force. We think one is very sufficient. We intend to consolidate 
that into this Defense Department Public Information Office. 

We are not completely sure how many people it takes to do that. 
We have estimated and hope we can cut that down. 

Mr. Wiec.ieswortn. Am I correct in understanding that the table 
inserted in the record speaks in terms of actual employment, whereas 
the table on the following page, page 7, speaks in terms of authorized 
positions? 

Mr. Seaton. Yes, sir. That is the differentiation in the schedules; 

Mr. Wicc.Leswortn. You contemplate a reduction in authorized 
positions of civilian personnel, but a slight increase in terms of those 
actually on board? 

Mr. Seaton. Actually now, sir, we have authorized 139. We are 
employing 131. We pledge you to go down to 109, and we are going 
to try to go beneath that. 

Secretary Witson. On the chairman’s point, in 1953 and 1954 we 
had an authorized civilian strength of 75. 

Mr. Seaton. That is right. 

Secretary Wiuson. We are cutting that to 70, but are actually 
telling you we are going to go down to 50 and see how we get along. 

Mr. Seaton. That is right. 

Secretary Wiison. That is what we intend to do. But we cannot 
quite take the position that the services have got to go down to 
$920,000 apiece, and cut out some duplication, if we are not prepared 
to later on serve them. We think we have to have a little flexibility 
in it. Just to cut the military and the civilian and give more central 
service, so you can cut some more things out here, we need some 
flexibility. 

Mr. Wiacieswortnh. Referring to page 7, it would appear that 
your contemplated reduction in personnel is wholly in grades below 
GS-9. In other words, from grades 15 to 18 you maintain 6 positions. 
From grades 11 to 14 you increase 2 positions. The reduction is from 
grade 9 down. 

Mr. Seaton. That is essentially correct. We are showing an in- 
crease of one in grade 14. There is an increase of one in grade 11. 
We are cutting two out in grade 9, sir. 

The reason for that is that the people involved in these upper grades 
are people such as Mr. Schooley and his chief assistants. We think 
we need these people in order to get this organization put together 
and make it work. A lot of these people in the lower grades involved 
gg clerical help and people with less experience, and that sort of 
thi 
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SUMMARY OF ACTIVITIES 


Mr. Wicecteswortu. I take it that the contemplated organization 
in the field is embodied in the statement entitled ‘Public Information 
Activities.” 

Without objection we will insert pages 3 and 4 of that statement, 
which give comparative figures for 1954 and 1955. 

(The information is as follows:) 


DEPARTMENT OF DEFENSE 
Summary of public information activities by department and agency by major command 
FISCAL YEAR 1954 


| 
Average Average | | 
num ber Total neneber | Pay and 
Department—agency civilian salary military | allow- 
ne 


All other 
costs 


Depart mental: 
$62, 000 


60. $96,100 | $441,000 
16, 580 18 
3, 7 ll 
75, 


| 

19, 608 
2! 43, 000 
| 817,395 | 75, 600 

| 

| 


Ottice of f Public Information. 374, 400 
Subtotal . 481, 730 165. 


5 


997, O64 234, 308 1, 713, 102 


159, 200 71.71 206,800 26,000] 392, 000 
70,700 | 115.0 | 837,171 | 136,810} 744, 681 
116, 170 | 467,770 | 66,080 | 650, 000 


346, 070 270.7 1, 211, 741 228, 870 | 1, 786, 681 


293, 780 23, 650 = 000 
269, 215 9, 502 
_30%, 300 27, 400 


783,480 | 145,750 | 1,185, 000 
921,905 | 165,920 | 1, 182, 605 
853,320 | 136,460 | 1,165, 000 
517,395 | 75,600 | 967, 395 


629. 2 8, 079,100 | 523,730 | 4, “4, 500, 000 


FISCAL YEAR 1955 


| 
$45, 194 45.9 | $216, 226 $74, 670 | $336, 090 
12, 433 ‘ 2, 492 18, 761 113, 686 
16, 000 : 2, 37, 000 125, 000 
405, 39. 0 | 240,000 | 95, 000 740, 000 


111.9 


610,718 | 225,431 | 1, 314,776 


55.9 
5 
1.0 


394, 272 135, 810 


| 

| 161,952 | 26, 000 
399, 580 | 58, 330 
| 


206.4 | 955,804 | 220,170 | 1, 469, 007 


227,982 | 22,650 | 278, 000 
37.0 | 192,324] 8613] 205,437 
27.0 | 176,900} 27,400 | 234, 690 


132.2 | 597,296 5 716, 127 


70.0 | 23, 920, 000 

. 920, 000 
920, 000 
740, 000 


831,918 | 450.5 |2, 163,818 | 504, 268 3, 500, 000 


cost 
Nat 
Field, Zone of Interior: 
Field, overseas: | mr } | 7 
1.0 4° 500 | 52.0 | 
24.4 | 69,370} 193.0 | 807,295 | 60,552 | 1,000, 217 
. 8 255, 770 219.4 
.0 91, 780 185. 5 
Office of Public .0| 374,400 75.3 
Departmental: | 
Office of Public Information... 70.0 
Field, Zone of Interior: | ae 
30.5 | 119, 958 307, 910 
22.3 70, 765 600, 877 
78.8 | 293, 123 
Field, overseas: 
bin 19. 6 60, 168 
Summary, all commands: 
Office of Public Information. 70.0 | 405, 000 
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Mr. WiccLeswortn. If I interpret those tables correctly, you are 
asking an overall total for the Department plus the field of 189.5 
civilians, 450.5 military personnel, and $504,264 for all other costs, 
for a total of $3.5 million; as compared with the current fiscal year, in 
which there were authorized 210.8 civilians, 629.2 military personnel, 
and $523,730 for all other costs, or a total of $4.5 million. Is that 
correct? 

Mr. Seaton. Yes, sir. 

Mr. Wice.ieswortn. Are there any questions, Mr. Scrivner? 

Mr. Scrivner. Just one or two, Mr. Chairman. 


QUALIFICATIONS FOR MILITARY PERSONNEL 


First, Mr. Seaton, are there any particular qualifications which must 
be met by these 13 officers you are bringing in? 

Mr. Seaton. Yes, sir. 

Mr. Scrivner. What are those qualifications? 

Mr. Seaton. Perhaps I can best explain it in this way: The ones 
who go into security review, for instance, which is a very important 
field, as we all realize, must be officers who have a thorough education 
and background in the security restrictions and regulations and the 
reasons for them in their various fields. We utilize presently 13 
nilitary people in that security review. 

‘that is done for two reasons. ‘The first is those officers have been 
thoroughly trained in it. Secondly, since so often they are dealing 
with information which has been submitted for an approval for publi- 
cation, or will be so submitted, from the military departments, we 
feel that the military can deal more easily with the military than can 
some civilian; aside from the fact that we would have the very ex- 
pensive educational process to put those civilians through. That is 
one qualification for it. 

When we get into these various areas where we have to have military 
help in the press, the magazines, the books, radio, TV, and so on, we 
try as best we cah—and I| think we will get good cooperation—to see 
to it we are assigning officers who meet our specifications of previous 
training. Oftentimes they are Reserve officers who have come from 
a specialized field. 

Generally speaking, Congressman Scrivner, those are the stipula- 
tions weset up. In the past we have not always had officers who were 
thoroughly qualified in their fields. That has been unfortunate, but 
it has been true. I believe we have the organization set up to correct 
that, and we have the cooperation and interest of the service Secre- 
taries in the matter, | might say. 


BACKGROUND OF MR, SEATON 


Mr. Scrivner. Without meaning to be personal, your bickground 
and experience, Mr. Seaton, so that others may better understand 
your qualifications, extends beyond the mere fact that you were at 
one time a member of the Senate. I have known you for many, many 

ears, and of your activities out in the Midwest, especially in Kansas 
in the newspaper field, but it might well be at this point in the record 
if you would jist insert a short statement gs to your background and 
experience in the public relations and newspaper wor". 
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(The information is as follows:) 


Fred A. Seaton was nominated as Assistant Secretary of Defense (Legislative 
Affairs) on Deptember 1, 1953, by President Eisenhower. He was sworn into 
office September 15, 1953. 

Mr. Seaton, a publisher, of Hastings, Nebr., was born in Washington, D. C., 
attended Manhattan, Kans., public scbools, and Kansas State College, 1927-31. 

Mr. Seaton served in the Nebraska Legislature 1945 and 1947 and was chair- 
man, Nebraska Legislative Council 1947-49; president of Seaton Publishing Co. 
of Hastings and publisher Hastings Daily Tribune since July 1937; also president 
or vice president of concerns publishing daily newspapers at Alliance, Nebr., 
Lead and Deadwood, S. Dak., Sheridan, Wyo., Manhattan, Winfield and Coffey- 
ville, Kans.; weekly newspapers at Lead, 8. Dak., and Manhattan, Kans.; 
Western Farm Life magazine, Denver, Colo.; and operating radio stations at 
Hastings, Nebr. and Manhattan and Coffeyville, Kans.; past president, Hastings 
Chamber of Commerce; director of Nebraska State Reclamation Association; 
past president and board chairman of Inland Daily Press Association and past 
president Nebraska Associated Press newspapers; member National Fditorial 
Association, Nebraska Press Association, and Inland Dailv Press Association. 

Mr. Seaton was appointed on December 10, 1951, to the United States Senate 
to fill the vacaney caused by the death of Kenneth 8. Wherry. He served as an 
adviser to President Eisenhower during the presidential campaign, June to No- 
vember 1952. 

Mr. Scrivner. Finally, while it is not a big amount as compared to 
the entire budget, I do want to commend the Secretary of Defense 
for the precedent he has established here in coming in and asking us 
to provide less rather than more money for some activity. It is a 
precedent which I hope will be followed repetitiously, not by the 
Secretary only but also by other members of the Defense Department. 

Mr. Mr. Ford? 

Mr. Forp. No questions. 

Mr. Wiacieswortu. Mr. Miller? 

Mr. Miuuer. Mr. Secretary, I, like Mr. Scrivner, am delighted that 
we are apparently planning to operate on less money in this field, but 
I am particularly gratified that it is being emphasized. 

Your presence here before this committee on this particular item 
indicates the importance with which this matter is regarded in the 
Department, and I have always thought that it was one place where 
there was a great deal that could and should be done. My only 
comment is that I am delighted with the presentation of the program. 

I hope that in connection with this coordination at the top, we can 
do away with some of the situations which have developed rivalrie 
between the services, which has already been commented upon. A 
certain amount of competition is healthy, but I believe there is a good 
deal that could be doae to prevent harmful competition. 

Personally, I want to congratulate the Department on the way it 
has taken hold of this problem. 

Mr. Mr. Ostertag? 

Mr. Ostertaa. Mr. Secretary, along the line of Mr. Miller’s state- 
ment, does the Department of Defense Public Information Office 
exercize any authority over the public information of the services, in 
any sense? 

Secretary Witson. When you say “‘in any sense,’’ we will, because 
we will be attempting to set a policy and get an agreement that that 
policy is right, end that it is not going to be violated. 

In that sense, Mr. Seaton is going to function and is functioning as 
an Assistant Secretary for me. However, if we get into some impor- 


) 
L 


558 


tant controversy over something, I will have to get into it myself, 
which I will. 

As you pointed out, I am really interested in this, and want it done 
right, because it causes all of us too much trouble when it is done 
wrong. I think we are going to make some real progress with it. | 
am very hopeful that we will. f ; 

I have talked to the three Secretaries about it, and they all recog- 
nize and see the thing a little more clearly than they did a year ago 
when we first came down here. 

When you get into trouble about three times, then you are more 
likely to be willing to listen. ( 

Mr. Scrivner. We would like to eliminate the three times. 

Mr. Ostertac. In addition to being a coordinating agency, it will 
lend itself to a policy organization? 

Secretary Wiison. That is correct. 

Mr. OsrertaG. And it will reflect a broad policy of defense informa- 
tion which should and will be adhered to by the several services? 

Secretary Witson. That is right. 

Mr. OsrertaG. I too, want to commend you for the sensible ap- 
proach to this phase of our Military Establishment, and the eff ciency 
which you are applying to it. I hope the results of your efforts will 
bear fruit. 

That is all I have, Mr. Chairman. 

Mr. Wiae.eswortn. Mr. Hruska? 

Mr. Hruska. No questions. 

Mr. Mr. Mahon? 


NEED FOR IMPROVEMENTS IN PROGRAM 


Mr. Manon. Mr. Secretary, if we are going to trust you with a 
new appropriation of about $30 billion for national defense, which I 
think we will, I personally would not hesitate very long to give you 
a chance to try to modify our public information program, with the 
hope of improving it. 

P would like to see some improvement in the program, and I believe 
you can effect some improvement. Of course, we will in executive 
session, consider this request, but I do not hesitate to say that at the 
moment I feel very kindly toward the proposal which you are making. 

I think that some progress is being made in this field of public 
relations. We belabor the subject almost daily in the committee of 
tighter restrictions on information that is given out, Most of the 
morning has been taken up in discussion of that matter here, and 1 
think it would be difficult to exaggerate the importance of stricter 
controls on information that is helpful, or might be helpful, to the 
enemy. 

I have the feeling that, perhaps, most civilians who go into the 
Department of Defense or other agencies of the Government feel as 
we do when they go there, but they are challenged and influenced by 
people who have contrary views, and they do not really accomplish 
what they, in my opinion, should accomplish. 

I think the damage that has been done to this country by the spies 
and subversives is just a tiny drop in the bucket compared to the 
damage that has been doae by release of public information as to 
national defense procedures and programs, and developments, through 
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the Department of Defense, through the Congress and through indus- 
try, and through trade journals, and so forth. 

I think we have given the enemy the equivalent of billions of dollars 
worth of information. 

I guess I would be called an “old fogy” for saying this, but 1 believe 
it just as firmly as I believe anything, and I have sat around committee 
tables over the years and expressed these views, along with other 
members, and nothing comes of it, but a little high blood pressure 
occasionally, and the old program goes on, giving away to the enemy 
vital information which enables him to save billions of dollars and 
enables him to plan his strategy much better and endanger the lives. 
and the existence of our country. 

J do not know whether you feel as strongly as I do about this matter 
or not, but you probably do not. 

Secretary Witson. Well, we feel quite strongly about it, I can as- 
sure you of that, and I am very hopeful that we will make some real 
progress in it, 

If we seem to be clamping down pretty tight, and if we get a howl 
and some criticism from the people whose job it is to try to promote 
this stuff all the time, bear witb us a little bit, and support us in it. 

Mr. Manon. I do not think you would ever lack for support, by 
the great majority of the Members of Congress and particularly by 
members here on this committee. However, a reorganization or a 
shifting policy—the New Look and new approach, and additional study 
and surveys—anything along that line is not going to do this job. 

There has to be a much bolder and more revolutionary approach to 
it, in my judgment. I do not know how it can be done, but we cer- 
tainly are burdening the taxpayers with additional defense expendi- 
tures by reason of the fact we give the enemy so much information 
that he is just one step behind us in so many of our programs, and 
maybe ahead of us on others. 

However, if we did not make it all available to him, he would be in 
the dark to a much greater extent. 

I fully recognize that you cannot suppress all information, and I 
understand that you cannot destroy scientific research by having too 
many closely held facts about techniques and gadgets and procedures; 
but that argument that is always thrown in our face is not sufficient 
to answer the thing. 

Secretary Wixson. I think this is an organization te improve our 
opportunities to do the sound job. 

I was talking with a man the other day, and discussed this theory 
of organization, and he said, ‘‘Well, no organization will completely 
protect you against the stupid fellow in the wrong place,” and I said, 
“That is so, but a good organization should prevent the concentration 
of stupidity.” 

Mr. Manon. That is right. 

Secretary Witson. We are going to try to set this thing up, and 
do the job. 


INFORMATION REVEALED BY TRADE JOURNALS 


__ Mr. Manon. You can close everyone's mouth at the Pentagon, but 
if these trade journals continue to give intimate details in regard to, 
our defense gadgets, your program is not going to be worth much. 
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The people with whom the Department of Defense makes contracts 
should be responsive to the will of the Department of Defense in 
giving out information in regard to our contracts, and to the things 
they produce, but the trade magazines carry all of the information 
about our latest developments, scientific achievements, and our 
guided missiles. 

Secretary Wrison. We will make it a little more expensive for 
them to do it, I assure you of that. 

Mr. Manon. If you would cancel a few hundred million dollars in 
contracts, some of these days you might wake them up to what they 
are doing to us. ' 

Secretary Wiison. Let us see how we get along with this next year. 

Mr. Manon. I am perfectly willing to go along and see how you 
get along, but I wish, somehow, we could 4 something about this. 

The last time that Secretary Forrestal was in this room, he was 
summoned here because a release had been made by the Pentagon 
about bacteriological warfare. 

We asked Secretary Forrestal and the Secretaries of the Army, 
Navy, and Air Force to come down here and confer with us about this 
problem, and the Secretary assured us that he was going to work out a 
much improved system for public information. 

I am sure he tried, but nothing much came of it, and I hope more will 
come of this. 

You cannot succeed without the dynamic leadership of the Secretary 
of Defense, and without the real support of the President, as I see it, 
because you cannot change the policies on journalism or policies of 
big business without the very strong hand, as I see it, of the proper 
officials of the Government, from the President on down. 

If you could have a high-level meeting with the top press people, 
it seems to me that something could be worked out. I say a 
‘meeting,’ but have a series of meetings and perhaps something could 
be worked out that would be helpful. 

Mr. Sxaton. I might say, sir, that the American Society of News- 
paper Editors will be here attending a meeting on the 15th and 16th 
of April, and we intend to discuss this overall question which you 
have talked about with them at that time, sir. 

Secretary Wiison. I have been invited to the meeting. 

Mr. Manon. I have talked with many of them, and I have spoken 
at their meetings in Washington—in fact, I spoke at the last one they 
had here—and I find that these newspaper people in the newspaper 
field are aware of this danger and of this bad practice, but they com- 
pete with each other, and unless there is a real bard and fast system 
of ground rules and procedures laid down, they are compelled to 
scrounge for every fragment of information, regardless of how hurtful 
it might be to our country, because if their organs do not publish it, 
then the competitor will. 

So, that is one of the secrets of the thing. 

Mr. Mr. Sheppard? 

Mr. Suepparp. I think, Mr. Secretary, that you and your staff are 
to be complimented on your approach to the problem which you have 
presented this morning and, perhaps, you will not accept this as a 
compliment, but I think in the final analysis, you are in somewhat 
the same position as the Congress before the people, and the record 
will eventually speak for itself. 
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Secretary Wixson. Well, I know we are all hopeful that it will be 
a good record, and that it will make some improvement. We are 
going to give it a good buzz, I can tell you. 

I would like to say one more thing about this matter: 

Any time any of you have any suggestions that will help us to do 
this job, if you will give them to Mr. Seaton or myself, in any form 
that seems to be proper, it will just help us that much more. 

I ry 5 te that we will not any more than get organized, than 
2 or 3 bloopers will happen to us, but we shall try to prevent that. 

Mr. SHEPPARD. Are you not susceptible to the tele of averages, sir? 


Mr. Sxaton. Yes, sir, but we would rather the law would start 
on the other end, and that we not make too many mistakes at first. 

Mr. WicGLeswortH. We thank you very much, Mr. Secretary. 

Secretary Wixson. I wish to thank all of you. I greatly appreciate 
your comments and your support. 


Tuurspay, Aprit 1, 1954. 


Station ALLOWANCES, TERRITORY OF ALASKA 


WITNESS 


HON, E. L. BARTLETT, A DELEGATE IN CONGRESS FROM THE 
TERRITORY OF ALASKA 


Mr. WiacieswortH. The committee will come to order. We 
have with us this morning our colleague, Mr. Bartlett the Delegate 
from Alaska, who has a statement he wishes to make to the committee. 

Mr. Barruetrr. Thank you, Mr. Chairman and members of the 
committee. 

My name is E. L. Bartlett, Delegate in Congress from the Territory 
of Alaska. 

I desired to speak to you this morning about section 640 of the 
Defense Department Appropriation Act for last year—the current 
fiscal year—Public Law No. 179. 

Mr. WiacieswortH. Page 299 of the committee print. 

Mr. Bartierr. That section reads as follows: 

No part of the funds appropriated in this or any other act shall be available 
for the payment to any person in the military service who is a resident of a United 
States ‘l'erritory or possession, of any foreign duty allowances above the authcrized 
allowances for comparable rating in the continental United States unless such 
person is serving in an area outside the Territory or possession of which he is a 
resident. 

Mr. Chairman, I am going to confine my remarks relating to this 
section to Alaska, because that is the only area with which I am 
intimately familiar. My discussion will not extend to the other 
Territories. 

It is my understanding that the Bureau of the Budget has recom- 
mended that that language not be incorporated in the appropriation 
bill for this year. I join in that recommendation. 

I have a letter from Assistant Secretary Hannah, which unhappily 
I left over in my office and cannot show to you now in exact text, 
but the substance of that letter is that the Department, while not 
agreeable to the payment of foreign duty pay for residents of a 
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Territory serving within the Territory of their residence, does believe 
that the law should be changed so people in that situation may 
receive certain station allowances. 

I called Secretary Hannah’s office yesterday and was informed that 
that remains the position of the Department of Defense. 

Subsequently the Department will suggest language to amend sec- 
tion 206 of Public Law 351 of the ates Coneress with the hope that 
Congress will enact legislation along this line. 

Mr. Chairman, the elimination of station allowances from Alaska 
boys who are in the service brought about a situation of absolute 
hardship in the case of practically all of those youngsters who are in 
uniform and who are stationed in Alaska. The fact is this—and | 
think it is obvious and does not need to be elaborated upon—most of 
these boys serve either at Fort Richardson, which is adjacent to 
Anchorage, or at Ladd Field, close by Fairbanks, or at Eielson Field, 
26 miles from Fairbanks. They come from all over the Territory. 
Those boys are married and have had their legal residences, we will 
say, at Ketchikan. The cost of living will be as much at Anchorage 
as for a boy from any State in the Union. 

Some terrific situations of hardship developed after the station 
allowances were eliminated. I have received many, many letters 
from Alaskans regarding this. When I was there last fall I discussed 
the situation with Lieutenant General Atkinson, Commanding General 
of the Alaskan Command, and he expressed concern over the conse- 
quences of the continued application of section 640 and informed me 
that he hoped the Congress would see fit to restore the station allow- 
ances to these boys. 

I have a letter here, for example, from Harold E. De Roux, Chief 
Quartermaster for the United States Coast Guard at Juneau. The 
eee of section 640 had the effect of reducing his pay by $115 
a month. 

Here is a letter from T. Sgt. Philip C. Wilkinson, serving in the 
Fairbanks area. I talked with Sergeant Wilkinson when I was in 
Fairbanks last vear. I think this is a case which is very explanatory 
of what happened. He is a career armyman and has been in the 
service for a good many years. A year or so ago he decided to reenter 
civilian life. He went to the United States and did not like it at all. 
He made up his mind to cast his lot with Alaska. He went back and 
decided that the Army was going to be his career, so he enlisted. 
In order to show that Alaska was going to be his home from then on 
out he gave Alaska as his address. He should not have done it, 
because section 640 went into effect. This man had his pay reduced 
from $284 to $140 automatically. He would have been much better 
off if he had given his place of residence as his original home in the 
States, wherever that might have been. 

Of course, that makes these men who might want to settle in Alaska 
far from anxious to give Alaska as a place of residence. 

I have a letter here from Jack V. Huffman, serying with the Navy 
over at Kodiak. I have many other letters, Mr. Chairmav. I am 
not going to attempt to read them all. I would be glad to supply 
them for your information or for the record. 

Mr. Bart.etr. I do hope that the committee will agree with the 
department, with the Bureau of the Budget, that section 640 or its 
equivalent should not be inserted in the Defense Department appro- 
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priation bill for the next fiscal year, particularly in view of the fact, 
as I stated, that as of only yesterday the Department of Defense 
assured me that legislation will be suggested in the early future to 
correct this situation so that these boys in the Territory of Alaska 
may receive station allowances again. 

I want to say, too, that when officials of the Department of De- 
fense testified on this subject over before the Senate Appropriations 
Committee last year they expressed particular concern and anxiety 
at that time regarding Alaska. 

Thank you very much. 

Thank you. Are there any questions, Mr. 
Ford? 

NATIONAL GUARD 


Mr. Forp. I would like to just ask one question. The A:my Sub- 
committee last year, for the fiscal year 1954 budget, found that there 
was an item in the proposed budget of $20,000 for such additional pay- 
ments to the National Guard who served in Alaska. In other words, 
there was $20,000 in the budget for extra payments to Alaskan Na- 
tional Guard who live in Alaska, who attend weekly drills. Under 
the then interpretation they were to get extra compensation, even 
Senge they lived in Alaska all the time and just attended one weekly 
drill. 

There is no objection to treating them the same as any other 
National Guard, is there? 

Mr. Bartierr. I would not be prepared to say that was the case, 
Mr. Ford; no. Frankly, I did not know that that situation existed 
until that question came up. I could not appear before you and make 
an argument that a man who is holding a regular job and who is drilling, 
as you say, once weekly, ought to get a differential for that drill. Iam 
not agg, mang to do that, of course. It would not be logical. 

Mr. Forp. That was the particular point which our subcommittee 
was greatly concerned about. 

Mr. Bartuerr. Frankly, I cannot, either. But I can see many 
overriding reasons why the boys in the Army or the Air Force are 
entitled to the same treatment as youngsters from elsewhere. 

Mr. Forp. That is all, Mr. Chairman. 

Mr. WiaGiesworts. Mr. Miller? 

Mr. Miter. This item came up, as I recollect it, because of the 
fact that the items mentioned, not only affecting Alaska but affecting 
some of the other places like Hawaii and Puerto Rico as well, showed 
that National Guard men who presumably resided in the area, just as 
they do in the continental United States, were getting more pay for 
the same work than a National Guard man who lived in Wyoming or 
Rhode Island. Now, our committee felt that station allowances for 
a person who was a normal civilian resident in an area 6 out of 7 days 
in the week was adding unnecessarily to the pay. 

If these people who are in the National Guard or in the Reserve are 
entitled to station allowances in any way it would be because the 
were civilians and would be drawing it through the civilian setup. it 
they are people who live there all the year round it did not seem to us 
that the temporary duty in the civilian components entitled them to 
‘any more pay than anybody else, because their overall family econ- 
omies were not based on the 1 or 2 or 3 or 4 drill nights per month. 
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That is the way this came up. I would be adverse to any change in 
this language which would permit extra pay to people in that classi- 
fication. The complaints you have had are largely from people in 
the Regular Establishment. 

Mr. Bartierr. Exclusively. 

Mr. Mriuer. I do not think that particular phase of it was con- 
sidered by our committee. 

I would like to ask you this: Suppose a Regular Army or Navy or 
Air Force officer or enlisted man, who is a resident of Alaska, is 
stationed in the United States. He would get less pay, as I gather, 
when he is in fact overseas from his own home, than he would get in 
Alaska, if the provisions of this language were in effect. 

Mr. Bartuerr. As to that I cannot answer. I do not know, 
frankly. 

Mr. Miter. I am speaking now entirely about the people in the 
Regular Establishment or on extended active duty. 

Mr. Bartietrr. You mean Alaskans? 

Mr. Mitier. Alaskans. The same thing would apply to the 
Hawaiians or Puerto Ricans under the language of this bill, as I under- 
stand it. If an Alaskan is on duty outside of Alaska and does not get 
any extra compensation for being in a different area, it would seem to 
me that there might be some reason for him to draw the same pay as 
his associates when he is in Alaska. In other words, he should be on 
the same basis as anybody else. On the other hand, if he would be 
entitled to additional pay when he is serving in the continental 
bse States, then I do not think he should be entitled to it in both 
places. 

Mr. Barruerr. As I say, I cannot answer that. I would not want 
to give you the idea I know the answer. 

would be willing to venture an opinion; and I suspect it is correct 
that the fellow moving down from Alaska to Salt Lake City does not 
get any extra allowance. I think what happens according to the 
anguage of section 640 is that if an Alaskan goes to Puerto Rico he 
gets the same allowance there. 

Mr. Miter. As if he had come from New York? 

Mr. Barttert. Right. 

Mr. Miter. But if he gets it in both places I think it is unfair. I 
mean, if he gets it at home and abroad I think it is in a sense unfair. 
I do not think he should be discriminated against. 

Mr. Bartietr. That is the opinion I had, Mr. Miller; that the 
committee last year was trying to correct a condition relating to a 
small element of the whole, namely the National Guard. The fraction 
became the whole after a while and all these other boys were dragged 
into it. 

I recall having been at Petersburg last year, on my way south— 
Petersburg is a town in southeastern Alaska—and a young girl came 
through with a brandnew baby. She was married to a pitecsborz 
boy serving at Anchorage. e station allowance was cut. Their 
home had to be broken up. Of course, other homes have been broken 
M4 elsewhere, when boys have had to go into uniform, but in a case 
ike this I do not think it should be required to happen. There is no 
good reason for it. 
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Mr. Miuuier. Have you any idea as to what effect on this whole 
situation this would have, ff the pending legislation for statehood 
should go in for Alaska? Would that remove all of the station 
allowances? 

Mr. Bartietr. Mr. Scrivner? 

Mr. Scrivner. I would assume that it would. 

Mr. Barter. | cannot answer that. 1 do not know. 

Mr. Scrivner. It would be just the same as any other of the States. 

Mr. Mituer. Speaking for myself, I think it is perfectly proper 
for there to be modifications that bring about fair treatment for 
everybody. I would not be in favor of wiping out this language with 
the result that we went back to the position where people who were 
civilians 6 days in the week drew extra pay for living at home. 

Mr. Bartietr. Then I would like to make the recommendation 
that that particular issue be pinpointed, and that you deal only with 
that one thing. Certainly I for one would not make any protest 
about that. 

As I said before, aside from the hardship involved and aside from 
the discrimination against these youngsters, which is the important 
thing, there is another factor that disturbs me. The drive is going to 
be to claim you are not an Alaskan. The people who wanted to settle 
there and took pride in saying Alaska was home are now going to say 
that elsewhere is home. They even may fudge a little bit to try to do 
that, because it means dollars in their pay checks every month. 

Mr. Mriuter. As illustrated by the example of the man you just 

ave us. 
: Mr. Bartrierr. Yes. It costs him money for the purpose of having 
Alaska as his home. 

Mr. Miuier. Off the record. 

(Discussion off the record.) 

Mr. Wieetresworts. Are there any other questions? 

Mr. OsrertaG. No questions. 

Mr. Manon. I think not. 

Mr. Suepparp. I think you will find, Mr. Bartlett, if the Congress 
in its wisdom gives statehood to Alaska, that you will immediatel 
become a participant in all functions of our Government on a parallel, 
hypothetically, with California, Massachusetts, and the others. 

Mr. Bartuerr. Our gains in other fields will be so huge I think 
they will overbalance anything like this. 

Mr. Hruska. Off the record. 

(Discussion off the record.) 

Mr. Suepparp. Having spent a lot of time in your great country, 
back in the days before transportation was nothing but a dog-team 
affair, I can well appreciate some of these things we discussed. 

Mr. Barter. Thank you very much, Mr. Sheppard. 

Mr. WiceLeswortH. Thank you very much, Mr. Bartlett. We 
are glad to have you with us. 

r. Bartietrr. Thank you, Mr. Chairman. 
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Tuurspay, Apri 1, 1954, 


Retocation or Arr Force Nationa Guarp anv Air Force 
Reserve INSTALLATIONS 


WITNESS 


HON. EDGAR W. HIESTAND, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF CALIFORNIA 


Mr. WicGLeswortH. The committee will come to order. 

We will be glad to hear from our colleague, Mr. Hiestand, of Cali- 
fornia, who has a statement that he wishes to make to the committee. 

Mr. Hrestanp. Mr. Chairman, my name is Edgar W. Hiestand, 
representing the 21st District of California. I do not have a prepared 
statement because I want to be very brief and then answer any ques- 
tions there are about the subject that I wish to introduce. 

You may be relieved to know, gentlemen, that I am not asking for 
any additional funds, nor am I defending any item in any proposed 
recommended budget. 

I do wish to direct your attention to one possible item which pos- 
sibly has not yet been considered; that of the Air Force National 
Guard and the Air Force Reserve, and the reason I do that is because 
I represent a district which has in it a municipal airport which has been 
made into a unit, a center, of the Air Force National Guard. We had 
an accident there last year. A jet plane flamed out too soon and 
wiped out a house with a killing, and so forth. There has been a lot 
of feeling about it. I am very heartily in favor of the Air Force 
Guard program as a whole and the Air Force Reserve, and I have 
become pretty well informed about it. 

We do, however, have a possibility that might solve the problem 
of those residents, and there are a lot of them because it is in the 
center of the San Fernando Valley. 

I have taken this matter up with the Air Force and they have been 

iving it some consideration. They had an investigation last week. 
4 questioned very much whether they contemplated making any 
change in plans, but a possible solution of the question would be to 
leave the center of the Air Force unit there in its present location 
where they have hangars and buildings, but they could easily do the 
flying of the jets out of Palmdale which, as my colleague Mr. Shep- 
pard well knows, is about 12 minutes’ flight from the center of the 
San Fernando Valley, and they could have easy over-the-mountain 
transportation. 

It seems to the amateur a feasible proposition. The residents who 
are there, we may say, knew what they were moving into when they 
built in that area. The Air Force was there, but it was not then a jet 
airport. That has happened since. Most of them had already moved 
in there, and it has created a very difficult attitude on the part of all 
concerned. 

I would like, if I may, to just direct your attention to that part of 
your bill when it comes up and ask you to reappraise and restudy 
whether an amendment should be included or a restriction—a rider— 
which might restrict the use of jets to outside of incorporated cities. 

I am well aware that such a rider will be subject to a point of order. 
We found that out yesterday several times. However, the very con- 
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sideration of this may cause them to think twice about this problem 
which they are going to face with increasing frequency. 

I have been in the district there. I am not at all concerned about 
the actual hazards around there because those statistics are micro- 
scopic. But as a nuisance, a terrible nuisance, it is a real threat. 

I have been in a number of houses, and when a jet plane is landing 
or taking off it certainly gives you the impression that it is only a 
couple of feet above the house. It is a terrifying thing. You cannot 
reason with people who are consumed with fear. There is no reason 
in them. However, this solution may be possible, and I thought that 
I would present it to you briefly, having full appreciation of the time 
and problems you are facing. 

Mr. Scrivner. If it is the Air National Guard you are talking 
about, the State determines where the site of the base is to be. 

Mr. Hrestanp. That is correct. 

Mr. Scrivner. That is something you can do in your own State, 
as far as the Air National Guard is concerned. 

Mr. Hiestanp. How about the Reserve? 

Mr. Scrivner. The Reserve presents a different picture, but you 
will find some of the studies being made are for the purpose of tying 
the Air Reserve activity into the defense of the continental United 
States. 

Now, when that is true, the sites of these bases, of course, must be 
determined by the need of the protection of the various installations 
you have in and around California, many of which are producing 
jet airplanes which has brought a great deal of wealth to the State. 

If you will go back through the record, you will see that I have 
many times objected to the location of air bases close to cities, or 
large areas of population. Just as in the case of our guided missiles 
bases, there are certain points they must be located at to do the job. 

Mr. Hrestanp. Yes. 

Mr. Scrivner. That must be the overriding consideration—what 
is needed for the defense. It is one of those things that is hard to 
work out. 

I doubt from the language that you gave us whether any of our 
planes could operate or not. You would just about ground the entire 
Air Force except in some remote areas. 

Mr. Hrestanp. In response to that, in the Antelope Valley, which 
previously was in the territory of our colleague, Mr. Sheppard, there 
are large open spaces, both at Edwards Air Force Base, which has those 
large dry lakes, 30 miles long and 10 miles wide, and in Palmdale south 
of there, both of which properties are owned by the Federal Govern- 
ment now and are operating as jet bases. 

Mr. Scrivner. For certain uses. 

Mr. Hrestanp. They are expanding their uses, shall we say? 

Mr. SHepparp. May I say this to my colleague: I am in complete 
sympathy with your problem because I have lived with it since its 
inception. You are absolutely right. Many of those people were 
not there before the innovation of the jet operation. 

(Discussion off the record.) 

Mr. Hrestanp. I just wish to submit this for your consideration. 
I do not propose to defend it, or offer an amendment on the floor of 
the House. 
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Mr. Scrivner. The statement that you have made of course will 
be very carefully considered by the Air Force and the Air National 
Guard, as well as the Air Reserve, and I am sure that the presentation 
made will be given study. 

Mr. Wica.eswortu. Are there any other questions? If not, we 
thank you very much. We are glad to have you with us. 


Benerits AFFecTING SERVICE MORALE 


WITNESS 


HON. ROBERT A. WILSON, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF CALIFORNIA 


Mr. Wiccieswortu. We will be glad to hear from our colleague, 
Mr. Wilson of California, who has a statement that he wishes to 
make to the committee. 

Mr. Witson. Mr. Chairman, during the last congressional recess, 
I made an extensive trip throughout the Far East, visiting a number of 
military installations as a member of the Armed Services Committee. 

I am sure every one of you realize, the very nature of today’s 
defense posture requires highly trained skilled technicians. I am 
sure that you gentlemen know the extremely high training costs of 
such personnel. The competition for men of such abilities and capaci- 
ties between the Defense Establishment and private industry is great. 
The morale and, more important, the voluntary continuous member- 
ship by personnel in the various branches of the armed services is 
highly desirable. Such continuous voluntary membership substan- 
ad reduces training expenditures. 

y discussions with service personnel and my volume of corre- 
spondence indicates that the morale is at an extremely low ebb. 

Because of your long experience, you gentlemen are clearly aware 
of this problem, therefore, I hope you will be able to consider the 
wisdom of eliminating from the Appropriations Act of 1955, certain 
provisions which appear to have had adverse effects. 

Under that section dealing with transportation of household goods, 
I would urge that you consider eliminating present weight limitations 
reverting to prior levels. As I am sure you are aware, there is much 
resentment on the part of officers when they see State Department 
officials having transported at the expense of the Government, sub- 
stantially larger amounts of household goods. This weight limitation 
is one of the fringe-benefit reductions that the Womble committee 
recently recommended be restored. 

I would also urge elimination of that portion of the act dealing 
with payment of tuition for off-duty training of officers which iimits 
such tuition payments to those of rank of first lieutenant and below. 
It would seem appropriate for the Department to bear tuition expenses 
for any officer who desires to further his education, particularly in 
view of the highly technical type of military establishment which 
we have at this time. 1 

Your indulgence and consideration of these suggestions is sincerely 
appreciated. I feel confident that elimination of these sections will 
contribute substantially to improving morale without substantially 
increasing appropriations. 

Mr. WiceieswortH. Are there any questions? If not we thank 
you very much. 
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NaTIonaL Security Commission 


Mr. Wicciteswortn. We have a statement here from Granville S. 
Ridley, chairman, national security training committee of the Ameri- 
can Legion dealing with the subject of funds for the National Security 
Training Commission which, without objection, we will include in the 
record at this point. 

(The statement referred to follows:) 


STATEMENT OF GRANVILLE S. Rip.tey, NATIONAL SEcuRITY TRAINING 
CoMMITTEE, THE AMERICAN LEGION, IN CONNECTION WitH HEARINGS ON 
APPROPRIATIONS FOR THE NATIONAL SECURITY TRAINING COMMISSION FOR THE 
Fiscan Year 1955 


Mr. Chairman and gentlemen of the subcommittee, the American Legion 
appreciates this opportunity you have granted to state our position in support of 
the extremely small budget for continuance of the National Security Training 
Commission during the fiscal year 1955. 

The reasons for the American Legion supporting a reasonable budget for con- 
tinuance of the National Security Training Commission are many. With the 
indulgence of the committee, I would like to cite only some of the principal ones 
upon which we base our support. Tirst, President Eisenhower by his action in 
reactivating the National Security Training Commission and appointing Julius 
Ochs Adler, manager of the New York Times, as Chairman ff the National 
Security Training Commission, Dr. Karl T. Compton and Warren Atherton as 
members, evidenced a desire to place capable men in a position to carefully study 
this youth training program. When he also called for recommendations from 
the Office of Defense Mobilization he clearly showed a desire to reconcile the 
civilian and military manpower needs. 

Second, by his letter of August 1, 1953, to the Chairman of the National Se- 
curity Training Commission, the President again evidenced his keen interest in 
the benefits so manifest in universal military training, a program which the 
—T Legion has supported since 1919. His request to the Commission 
reads: 

“* * * As part of the administration’s overall review of national defense 
policies and programs I request the Commission to submit to me not later than 
December 1, 1953, a report which shall include, but not limited to: (1) An 
examination of inequities in the present method of securing men for our Armed 
Forces’ Reserves and the burdens imposed, with suggestions to remedy these 
inequities; (2) the feasibility and desirability of operating a military training 
program to supply trained nonveteran Reserves while at the same time con- 
tinuing induction for service; and (3) the relationship of such a program to the 
building of a strong and equitable citizen Reserve sufficiently advanced in training 
to permit Regular forces to expand rapidly from peace strength to war strength.” 

he Commission reported on December 14, 1953, that the urgent need for a 
youth training program had not diminished in the slightest degree, that suffi- 
cient manpower was available to commence the program on January 1, 1955, with 
100,000 young men annually, and finally that it would relieve to a marked 
degree the present inequities between those who serve and those who do not. 

As a result of a report, prepared by an advisory group of citizens in the Office 

of Defense Mobilization known as the Committee on Manpower Resources for 
National Security (Appley committee), which presents serious doubt as to the 
availability of manpower, the National Security Training Commission and the 
Office of Defense Mobilization have been requested to study and report to the 
President by April 1, 1954, their findings for the organization of a Ready Reserve 
a be recruited by the training of nonveteran youths as they become 18 years 
of age. 
The work of this Commission assumes monumental importance in light of 
the recent statements and plans to appreciably reduce the size of our standing 
Armed Forces. It is evident that this will concurrently result in a reduced num- 
ber of young men going into the Reserve, and again place our reliance upon 
veterans who have already served their Nation on one or more occasions. It is 
manifestly unfair that millions who have not served that first day in their Nation’s 
defense are not required to serve | day in the Reserve. 

World conditions are such that our Nation can be promised little time to 
mobilize its manpower and industrial resources following the outbreak of war. 
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The ocean bastions behind which we mobilized in two previous world wars do not 
afford the same protection which they did then, or since the rapid development of 
strategic airpower and atomic and thermonuclear weapons. Initially, we may 
have to depend upon those on active duty and those reservists, whose training 
will enable them to assume important roles in the defensive and offensive efforts 
of our Nation. 

The American Legion has always been a firm advocate of the principle of smal! 
regular forces backed by a large, well-trained Reserve. The means to effectuate 
this system lies in universal military training through which our nonveterans and 
those who have been deferred for just cause can be trained, under civilian control, 
and perfect this initial training in the Reserve. The Commission’s report 
Twentieth Century Minutemen released December 14, 1953, reflects this same 
line of thinking. 

This report is an extremely exhaustive study. It will go down in history as 
one of the great documents relating to the security and defense of our Nation. 
When completed, including the appendix and index, is covers 159 printed pages 
and shows that the Commission conferred with and obtained facts from the 
Department of Agriculture, the Department of Commerce, the Department of 
Defense, the Department of the Army, the Department of the Navy, the Depart- 
ment of Health, the Department of Labor, the Office of Defense Mobilization 
and 47 other subordinate bureaus, departments, and offices of these. And 
that, in addition, it heard evidence from scores of witnesses, evaluated all these 
reports and evidence and based its report upon existing law and the facts 
thus ascertained. It is astounding that the Commission could have done this 
work upon the meager appropriation heretofore had and that it hopes to carry on 
work of this magnitude for the fiseal year 1955 with a budget of only $55,000. 

The Commission’s budget for 1954 was $55,000; a most modest sum. The 
American Legion respectfully urges the subcommittee to approve a budget of not 
less than $55,000 to carry on the vital work of the National Security Training 
Commission during fiscal year 1955. 

The National Security Training Commission must be permitted to continue 
its work through the appropriation of reasonable sums of money until this issue 
has finally been resolved by the Congress of the United States. 


Tuurspay, Apri 1, 1954. 


PREPARATION FOR SALE OR SatvaGe or Property 


WITNESSES 


CLINTON M. WHITE, EXECUTIVE VICE PRESIDENT, NATIONAL 
ASSOCIATION OF WASTE MATERIAL DEALERS, INC., 271 MADISON 
AVENUE, NEW YORE, N. Y. 

Cc. V. MAUDLIN AND ROBERT V. MAUDLIN, OF C. V. & R. V. MAUDLIN, 
WASHINGTON REPRESENTATIVES OF THE NATIONAL ASSOCIA- 
TION OF WASTE MATERIAL DEALERS, INC., 614 PERPETUAL 
BUILDING, WASHINGTON, D. C. 


Mr. Wiecteswortn. We have before us at this time representatives 
of the National Association of Waste Material Dealers, Inc. 

Mr. Wuire. That is right; Yes, sir. 

Mr. Wiee_esworts. You have a statement for the committee, 
I believe? 


GENERAL STATEMENTS 


Mr. Wurre. My name is Clinton M. White. I am executive vice 
resident of the National Association of Waste Material Dealers, 
nc., 271 Madison Avenue, New York, N. Y. 

This is the first time I have had the privilege of coming before your 

committee. I appreciate it very much, and I will endeavor to be as 
brief as possible. 


571 


I have a written statement which, with your permission, I will file. 

Mr. WiacLesworrs. We would be glad to have you file the state- 
ment. 

Mr. Wuire. I appreciate that, Mr. Chairman. 

(The statement is as follows:) 


STATEMENT BY Crinton M. Wuirs, Executive Vick Presipent, Nationat 
AssOcIATION oF WASTE MATERIAL Deaters, Inc., New York, N. Y. on 
PREPARATION FOR SALE OR SALVAGE OF Minirary PROPERTY (IDENTIFIED AS 
Sec. 622 in THE DEPARTMENT OF DEFENSE APPROPRIATION Act, 1954) 


My name is Clinton M. White. I am executive vice president of the National 
Association of Waste Material ty Inc., whose headquarters are located at 
271 Madison Avenue, New York, » 

I will confine my remarks to a eed statement on the waste material industry 
and the purpose of my appearance before your committee. 

The secondary materials industry, more commonly known as the serap or waste 
materials industry, had its inception in this country well over 50 years ago. 
It is a far erv from those days to the present time as it relates to the industry 
itself and to the industrial economy of our countrv. 

In those days, the idea of using scrap or waste materials generated by industry 
was in a very embryo state. Industry in many instances did not have the know- 
how of reusing these materials. There were no standard specifications by which 
the dealer in scrap or waste materials could sort and grade the materials so they 
would be reatily available for use by a consumer. Realizing this rather chaotic 
condition and the fact that general business was growing very fast and spreading 
more and more throughout the country, some 50 firms handling scrap or waste 
materials organized the National Association of Waste Material Dealers on March 
24, 1913—41 years ago. 

oday, there are several thousand individual firms located from coast to 
coast in the waste material industry. They range in size from the small general 
dealer t.andling all kinds of waste materials in small quantities to the larger 
wholesale dealer specializing in 1 or 2 materials such as wastepaper, cotton or 
wool rags, scrap rubber, scrap iron and steel, and nonferrous scrap metals. 
Rel operations are relatively small and come under the classification of small 
usiness. 

The scrap or waste material dealers are as important a part of the industrial 
economy of our country as are the generator and consumer of these materials. 

The dealer has modern processing equipment and an ple yard and warehouse 
capacity for the operation of his business. He pays taxes to his local community 
and is an integral part of its indust*ial life. He gives employment to local people. 
He brings the scrap or waste materials to his yard or warehouse by his own 
trucks or by other carviers. Upon receiving these materials, he sorts and grades 
them, bales or briquettes them, so they will be immediately available for use 
by a consuming industry, and then ships them to the proper type of consumer. 
Through his-operation, valuable time is saved for the consumer, the right type 
and class of material is shipred to the consumer who can make the best use of 
it and, ir doing this, our dwindling supply of virgin materials is conserved. The 
waste material dealer is a true conservationist. 

The capital investment of these individual firms in their operation has kept 
pace with the irdustrial growth of America. They have increased their yard and 
warehouse capacity, added new machinery such as cranes, magnets, shears, 
towmotors, trucks, baling equipment, briquetting machines and sweating fur- 
naces, and, in many instances, have irstalled laboratories. 

There are now standard classifications prepared and sponsored by the National 
Association of Waste Material Dealers covering nonferrous metal scrap and 
other waste materials. Additional uses for these materials have been developed 
through cooperation between the dealers and the consumers. 

The waste material industry demonstrated its great importance to the industrial 
life of this country during World War I and perhaps even more so during World 
War II, and the recent Korean war. Our industrial economy during these war 
periods, as well as in the intervening years and up to the present time, could not 
posene have produced our requirements, both in peace and in war, had it not 

n for the waste material industry. Our resources of virgin materials in this 
country are constantly being reduced and it is the waste material dealers, in co- 
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operation with the generators of scrap and waste materials, who have been able 
to keep the wheels of production supplied with their requirements. 

The waste material industry, when given the opportunity, has always co- 
operated with all branches of the Government on matters relating to the disposal 
of scrap and waste materials generated by the Government. Our industry or- 

anized and conducted a 2-week seminar for the Air Foree which was held at 

‘right-Patterson Field, Dayton, Ohio, in 1951; two 1l-week seminars for the 
Navy, one held in Chicago and the other in Oakland, Calif., in 1952; and two 
l-week seminars for the Army, one in Chicago in September 1953, and another 
in Los Angeles in October 1953. The purpose of these seminars was to assist 
the Department of Defense to obtain the maximum from its serap sales, but it 
definitely was not with the idea or understanding of having the Department 
bypass the waste material dealers in the sale of its waste materials and scrap, or 
compete with small private industry in the preparation of scrap and waste ma- 
terials, a funetion which has historically been performed by the waste material 
industry. 

In Tania of last year, we filed with this subcommittee a memorandum 
entitled ‘“‘The Bypassing of Scrap Dealers by Government Agencies in the Sale 
of Nonferrous Scrap Metals.” his memorandum covered the bypassing of the 
dealers by the Department of Defense in some detail. In view of the limited 
amount of time available to me, I will not attempt to cover that subject again 
but will confine my remarks to the operation of aluminum sweating furnaces by 
the Air Force and the Navy in competition with the waste material industry. 

At the annual meeting of the metal dealers division of the National Association 
of Waste Material Dealers, Inc., held in New York in March of this year, the fol- 
lowing resolution was unanimously adopted: 


“A RESOLUTION OPPOSING THE DEFENSE DEPARTMENT'S OPERATION OF 
ALUMINUM SWEATING FURNACES 


‘“‘Whereas the Defense Department is operating aluminum sweating furnaces in 
competition with small private business; and 

“Whereas private industry has facilities, which are operating at only 40 percent 
of capacity, which can handle the Defense Department’s aluminum scrap; and 

‘“‘Whereas the Senate Committee on Appropriations requested that the Defense 
soda“ a avoid going into scrap operations in competition with private indus- 
try; an 

“Whereas the Air Force and Navy were unable to justify, to the Senate Select 
Committee on Small Business in open hearings, their operation of aluminum 
sweating furnaces; and 

“Whereas the Senate Select Committee on Small Business recommended in their 
annual report that the Defense Department take steps immediately to remove the 
Government from competition with private industry in the operation of aluminum 
sweating furnaces: Therefore it is 

“Resolved by the members of the Metal Dealers division of the National Association 
of Waste Material Dealers, Inc., That the Appropriation Committees of the United 

tates Senate and the House of Representatives be urged to limit the funds 
available to the Defense Department so that they may not be used for the acquisi- 
tion, construction, or operation of aluminum sweating furnaces; and it is further 

“Resolved, That the executive vice president be, and he is hereby, directed to 
transmit copies of this resolution to the Appropriation Committees of the United 
States Senate and the House of Representatives.” 

A copy of this resolution was sent to the chairman of your subcommittee on 
March 24, 1954, 

Funds for the acquisition, construction, and operation of aluminum sweating 
furnaces are obtained from a special fund made available to the military services, 
from the proceeds from the sale cf scrap or salvage materials, for expenses of 
transportation, demilitarization, and other preparation for sale or salvage of 
military supplies, equipment, and materials. 

Funds of this type were first provided for in the Military Appropriation Act for 
1948 (Public Law 267, 80th Cong. Ist sess., July 30, 1947). It was proposed by 
the Army during the hearings before the House Subcommittee on Military Appro- 
priations (hearings before the Committee on Appropriations, House of hepre- 
sentatives, Military Establishment appropriation bill for 1948, p. 1026, March 
18, 1947), on the military appropriation bill for 1948, that the ecst of demilitariza- 
tion be charged to the proceeds from the sales of demilitarized property. The 
committee included a provision in the section appropriating funds for the Ordnance 
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Department of the Army which provided that $25 million of the amount received 
by the War Department as proceeds from the sale of scrap and salvage would be 
available for transportation, demilitarization, and other preparation costs. 

During the debate on the bill in the House of Representatives (Congressional 
Record, vol. 93 pt. 5, pp. 6476, 6477, June 5, 1947), it was pointed out that these 
funds would be used to demilitarize .30 and .50 caliber cartridges so that the 
critical materials, such as brass, copper, and lead, could be sold as scrap. The 
provision Was enacted into law. 

A similar proviso was included in the Military Appropriation Act for 1949 
(Public Law 766, 80th Cong., 2d sess., June 24, 1948), and the National Military 
Lstablishment Appropriation Act, 1950 (Public Law 434, 8lst Cong., Ist sess., 
October 29, 1949), except that the amount provided for in 1950 was reduced from 
$25 million to $22,500,000. 

The General Appropriation Act, 1951 (Publie Law 759, 8ist Cong., 2d sess., 
September 6, 1950), which included appropriations for the military services, con- 
tained a separate section for the scrap preparation funds. This section contained 
wording similar to the provisos in the earlier acts; however, $15 million was pro- 
vided for each of the 3 military services, or a total of $45 million for the 3 services. 
A section similar to the one in the 1951 act was inserted in each of the Department 
of Defense Appropriation Acts for the years 1952 (Public Law 179, 82d Cong., 
Ist sess., October 18, 1951), 1983 (Public Law 488, 82d Cong., 2d sess., July 10, 
1952), and 1954 (Public Law 179, 83d Cong., Ist sess., August 1, 1953). The only 
change from the 1951 act to the acts for the years 1952 and 1953 was that the 
amount for each of the 3 services was reduced from $15 million to $10 million, 
or a total of $30 million for each year. 

The funds for preparation for sale or salvage of military property was provided 
for in section 622 of the Department of Defense Appropriation Act, 1954 (Public 
Law 179, 83d Cong., lst sess., approved August 1, 1953). Each of the 3 military 
services was authorized to use $10 million of the amounts received during the fiscal 
vear 1954 from the sale of scrap and salvage materials for expenses of transpor- 
tation, demilitarization, and other preparation for sale or salvage of military sup- 
plies, equipment, and materials. 

The Air Force and the Navy have used a portion of these funds to acquire, con- 
struct, and operate aluminum sweating furnaces in direct competition with the 
waste material industry. At present, aluminum sweating furnaces are operated 
at the following military installations: 


AIR FORCH: NAVY 


Holloman Air Foree Base, N. Mex. Naval Air Station, Jacksonville, Fla. 
Kelly Air Foree Base, Tex. Naval Air Station, San Diego, Calif. 
McClellan Air Force Base, Calif. Naval Air Station, Alameda, Calif. 
Tinker Air Force Base, Okla. Naval Air Station, Norfolk, Va. 
Williams Air Force Base, Ariz. 


The two largest furnaces, located at McClellan Air Force Base and Tinker Air 
Force Base, were authorized by the Air Force in April 1953. (Exhibit 12, p. 16, 
hearing before a subcommittee of the Select Committee on Small Business, 
U.S. Senate, September 28, 1953, subject: Aluminum Sweating Operations.) The 
fact that they would directly compete with privately owned and operated sweat- 
ing furnaces in their vicinity, which were satisfactorily handling the aluminum 
scrap from these Air Force bases, was called to the attention of the Senate Com- 
mittee on Appropriations which was considering the Department of Defense 
appropriations for 1954. The committee included the following section in its 
report on section 622 of the Department of Defense appropriation bill, 1954 
(p. 7, 8. Rept. 601, 83d Cong., Ist sess.) : 

“Section 622: The committee recommends no change in this section. How- 
ever, it is the belief of the committee that the agencies of the Department of 
Defense should exert every possible effort to dispose of scrap and salvage mate- 
rials through scrap and salvage dealers and to avoid going into scrap operations 
in competition with such private businesses. The committee also hopes that 
scrap and salvage operations can be conducted in such a manner as to avoid costs 
associated with the accumulation and processing of such material.’ 

This report was followed by a letter on August 13, 1953, from Senator Homer 
Ferguson, chairman of the Senate Subcommittee on Department of Defense 
Appropriations, to Secretary of Defense Charles E. Wilson. In this letter, 
Senator Ferguson called Mr. Wilson’s attention to the above section in the Senate 
report on the 1954 defense appropriation bill covering the scrap-preparation 
funds. Senator Ferguson stated in his letter that the Appropriation Committee 
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was concerned over the reports they had received that funds provided for scrap 
preparation were being used for permanent installations such as aluminum 
sweating furnaces which seemed to directly compete with private facilities. 
Apparently the Air Force disregarded the Senate committee report and the 
chairman’s letter since the furnaces were completed and operations commenced. 

The Select Committee on Small Business of the Senate, upon receiving a series 
of complaints from small private industry that the Government’s aluminum 
sweating furnaces were working a hardship on them, started an investigation. 
These industry complaints resulted primarily from the construction bv the Air 
Force of the 2 large sweating furnaces, 1 at McClellan Air Force Base near 
Sacramento, Calif., and 1 at Tinker Air Force Base near Oklahoma City, Okla. 
The private aluminum sweating industry could see the Air Force ‘‘empire’’ in 
this industrial-type activity growing from 3 plants, described by the Air Force 
as pilot plants, to include 2 additional full-scale operations that would displace 
additional private sweating furnaces. This expansion of the Air Force could 
easily take as its next step the installation of smelting equipment to manufacture 
ingots of special alloys of aluminum, brass, and bronze. Such action would 
seriously injure another large segment of private business, the smelting industry. 

The Select Committee on Small Business of the Senate spent many weeks 
investigating the aluminum sweating furnaces constructed by the Department of 
Defense. Their investigation included a public hearing held on September 28, 
1953 (hearing printed with exhibits), at which representatives of private industry 
and officials of the Defense Department testified. The Senate Select Committee 
on Small Business, on the basis of the information developed during the extensive 
investigation and hearing, included a section on aluminum sweating in their 
annual report (Senate Rept. 1092, 83d Cong., 2d sess., pp. 136-138). 

This section of the committee’s annual report contained a review of the com- 
mittee’s investigation on aluminum sweating. It would be difficult to summarize 
this important section of the committee’s annual report; there‘ore, the complete 
section is offered for the record ! and I will read only the last two paragraphsof 
the report, which contain the committee’s recommendation. 

“The background of this matter showed that the Air Force had attempted to 
justi’y its actions on several grounds. It had attempted to give the impression 
that private industry could not handle the generation of scrap; that there was an 
unnecessary delay in getting the byproduct of scrap back into industry’s hands; 
it attempted to give the impression that the National Production Authority had 
approved the action; it had attempted to give the impression that industry itself 
had given its approval to the plans. These attempts at justification were found 
to be invalid. The committee strongly disapproves of the misleading statenents, 
inferences, and tactics by which the Defense Department attempted to justify 
its competition with private industry. 

“On the basis of the testimony taken at the hearing and on the basis of all 
information contained in the files, your committee concludes that the operation 
of aluminum sweating furnaces by the Navy and the Air Force constitutes un- 
necessary and unjustifiable competition with private enterprise. Your com- 
mittee recommends that the Defense Department take steps immediately to remove 
the Government from competition with private industry in the operation of aluminum 
swerting furnaces.’ [Italic added.] 

The House Committee on Government Operations is presently making an 
extensive investigation into the subject of Government in business. This com- 
mittee issued a general report on February 9, 1954 H. Rept. 1197, 83d Cong., 2d 
sess., The Covernment in Business General, pt. 1), on this subject which pointed 
out that ‘Federal agencies have entered into so many business-type activities 
that they constitute a real threat to private industry, imperil the tax structure 
— are, ”) many industries, a step toward socialization” (H. Rept. 1197, 83d 

ong., p. 4). 

The Department of Defense has ignored the recommendations of the congres- 
sional committees shown above. Mr. Charles 8. Thomas, Assistant Secretary 
of Defense, testified before the Intergovernmental Relations Subcommittee, of 
the House Committee on Government Operations, on March 16, 1954, and stated 
that the military departments would continue their-aluminum smelting and 
sweating operations. 

In view of this complete disregard of congressional recommendations on the part 
of high officials of the Department of Defense, we recommend that your committee 
carefullv review the funds that are requested by the Department of Defense to 


1 See.end of statement. 


make certain that they do not include any amounts for equipment and operations 
that can and should be handled by private industry. 

, We respectfully request that the following proviso be placed in the section of the 
Department of Defense Appropriation Act for 1955 which provides funds for scrap 
handling so as to bring to an end the displacement of taxpaying small private 
business by Government-owned industrial facilities. 

“Provided further, That no part. of any appropriation or fund contained in this 
Act, and no funds available from prior appropriations, shall be available for the 
acquisition, construction, or operation of facilities for melting or sweating alu- 
minum serap.”’ 

The following section on aluminum sweating is reproduced in full from the 
annual report of the Select Committee on Small Business of the United States 
Senate. 


C, ALUMINUM SWEATING 


During the past year, your committee received a series of complaints that the 
Air Force and Navy were actively engaged in the process of reducing aluminum 
scrap into aluminum ingots through the use of sweating furnaces. Your com- 
mittee was told that Government competition was working a genuine hardship 
on members of private industry who had performed such service for the Navy 
and Air Force under contract. 

The Air Force had been operating a pilot sweating furnace at Kelly Air Force 
Base, San Antonio, Tex., since early in 1951 and another pilot furnace had been 
operating at Williams Air Force Base, Chandler, Ariz. The Navy had been 
operating four sweating furnaces since World War II, located at the Naval Air 
Stations at Jacksonville, Fla.; Norfolk, Va.; Alameda, Calif.; and San Diego, Calif. 

Your committee’s investigation into the matter culminated in a public hearing 
held on September 28, 19538, during which both the Department of Defense and 
representatives of private industry testified. 


INDUSTRY CONTENTIONS 


Industry based its case upon the following major points: 
1. Private industry was operating at 40 percent of capacity. 

2. That certain small-business firms would be forced to close down with a 
resultant loss in tax revenue. 

3. That privete industry has adequate facilities adjacent to the airbases in 

uestion. 

’ 4. That Government operation would lead to further expansion into related 
activities. 

5. That industry is capable of handling the process more efficiently. 

6. That cost figures and recovery figures furnished by the Department of 
Defense did not give a true analysis of the cost and efficiency of the proposed 
operations. 

7. That Government-operated furnaces would operate at a loss to the taxpayers. 

8. That scrap warranty clauses in contracts between the Government and 
industry assure the Defense Department of proper handling of scrap so as not to 
endanger the national security. 

9. That no real attempt was made by the Government to consult with industry 
before setting up the firnaces in an effort to work out problems with respect to 
the handiing of serap. 


DEPARTMENT OF DEFENSE CONTENTIONS 


The Department of Defense justified Government competition in the processing 
of aluminum scrap along the following lines: 

1. That such an operation would redt ce problems in the storing, transporting, 
and processing of aluminum scrap. 

2. The Government operation would insure the proper demilitarization of 
obsolete or wrecked aircraft. 

3. That a redvetion in manpower would be effected. 

4. Thet there would be a saving of $294,633.11 per year as a result of the 
Government operation. 

5. That there would be an increased efficiency in the gircraft disposal program. 

As testimony developed at the hearing, it became obviois that there were 
actually two major points of conflict. First was the matter of the cost of opera- 
tion and the resultant saving or loss to the Government; second was the problem 
of demilitarization raised by the Department of Defense. 
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Prior to the hearing the Air Force had furnished certain cost data to the com- 
mittee. Witnesses for private industry demonstrated that such figures did not 
reflect current conditions. The most glaring single error was the fact that the 
Air Force estimated current market price of aluminum scrap at 3%o cents per 

und when the actual price was between 7 and 10 cents per pound. That one 

accuracy altered the entire cost study of the Air Force. 

The Air Force also stated in the information submitted to the committee prior 
to the hearing that the estimated recovery of aluminum would be 75 percent. 
Representatives of private industry testified that a more realistic figure would be 
between 60 and 65 percent. Industry witnesses were enaperted in this contention 
by testimony from the National Production Authority. his discrepancy coupled 
with the inaccurate price figures mentioned above rendered the Air Force cost 
study valueless. Industry witnesses also challenged the accuracy of figures con- 
tained in a cost study submitted by the Navy. 

During the hearing the Air Force produced a new cost study covering 18 days 
of ~ ation of a sweating furnace at McClellan Air Force Base, Sacramento, 
Calif. The Air Force did not present these figures to the committee prior to the 
moment when the first Air Force witness was sworn in. The Air Force estimated 
that on the basis of the 18 days’ study, it would realize a saving of $144,000 or 
more per year at the one installation. Most of the savings were based upon the 
theory that an enormous cost was entailed in demilitarizing aircraft, if the air- 
craft were to be sweated in private furnaces. It was the conclusion of the com- 
mittee that the service could well arrange for the sweating of aluminum on Air 
Force bases by private industry, thereby eliminating the alleged high cost of 
demilitarizing aircraft parts prior to their removal from a base. 

Inasmuch as the argument of necessary demilitarization for purposes of security 
was only presented when all other arguments had been exploded, it appeared 
entirely likely that there was little merit to the position taken by the service in 
this respect. Industry pointed out that scrap-warranty clauses in existing gov- 
ernmental contracts for the disposal of scrap adequately protected the Govern- 
ment. Defense witnesses did not produce a single case in which a violation of 
the scrap warranty clause had occurred, although the service did rely upon the 
example of a service aircraft having been resold in an instance where the Govern- 
ment mtn no objection and where no scrap-warranty clause had been 
involved. 

Your committee feels that the alleged profit to the Government is extremely 
doubtful. Even if some Government profit could be established, the question 
might yet be asked: ‘Should not the Government go into all business enterprises 
where there is a chance of showing a so-called profit?” It seems rather obvious 
that the philosophy of government itself, as practiced in this country requires a 
negative answer to that question. This conclusion would seem to be supported 
by recent committee reports of both the United States Senate and the House of 
Representatives.? 

The background of this matter showed that the Air Force had attempted to 
justify its actions on several grounds. It had attempted to give the impression 
that private industry could not handle the generation of scrap; that there was 
an unnecessary delay in getting the trprodant of scrap back into industry’s 
hands; it attempted to give the impression that the National Production Au- 
thority had approved the action; it had attempted to give the impression that 
industry itself had given its approval to the plans. These attempts at justification 
were found to be invalid. The committee strongly disapproves of the misleading 
statements, inferences, and tactics by which the Defense Department attempted 
to justify its competition with private industry. 

On the basis of the testimony taken at the hearing and on the basis of ali 
information contained in the files, your committee concludes that the operation 
of aluminum sweating furnaces by the Navy and the Air Force constitutes un- 
necessary and unjustifiable competition with private enterprise. Your committee 
recommends that the Defense Department take steps immediately to remove the 
Government from competition with private industry in the operation of aluminum 
sweating furnaces. 


2 Seventh Intermediate Report of the Committee on Government Operations, 83d Cong., 2d sess., H. 
pet No. 1197. United States Senate Appropriations Committee Rept. No. 601, pp. 7, sec. 622, 83d Cong., 
Sess. 
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Summary or Testimony or Ciinton M. Wuire, Executive Vice Present, 
NatronaL AssociaTion oF WaAsTE MaTeriAL Dea.ers, Ine. 


PREPARATION FOR SALE OR SALVAGE OF MILITARY PROPERTY 


Legislative history 

An appropriation, justified principally on the basis of demilitarizing cartridges 
so that the critical metals could be sold as scrap, was provided in the Military 
Appropriation Act for 1948. The law provided that $25 million of the receipts 
“from the sale of scrap or salvage material shall be available for expenses of 
transportation, demilitarization, and other preparation for sale or salvage of 
military supplies, equipment and materiel.’’ Subsequent acts contained similar 
provisions. The Depariment of Defense Appropriation Act, 1954, authorizes 
the military services to use $30 million for this purpose. 


Funds used by the Government for operations which compete with small business 

The Defense Department is using these funds to construct and operate 
commercial-type facilities in direct competition with private industry. These 
operations include nine aluminum sweating furnaces (used to melt contaminated 
aluminum scrap into aluminum pigs) operated by the Air Force and the Navy. 
The Defense Department is sweating millions of pounds of aluminum scrap 
annually while private sweating furnaces are operating at only 40 percent of 
capacity. One private furnace has closed and operations of others curtailed due 
to this Government competition. 


Recommendations of Senale committees 

The Senate Appropriations Committee Report on the Defense Appropriation 
Act for 1954 contained the following reference to section 622 which provided for 
$30 million for serap preparation: 

“Section 622: * * * it is the belief of the committee that the agencies of the 
Department of Defense should exert every possible effort to dispose of scrap 
and salvage materials through scrap and salvage dealers and to avoid going into 
scrap operations in competition with such private businesses. * * *’ 

The Senate Select Committee on Small Business, upon receiving a series of 
complaints that the Defense Department competition in aluminum sweating 
was working hardships on members of the private aluminum sweating industry, 
made an extensive investigation which included a publie hearing held on Sep- 
tember 28, 1953. The committee recommended in its annual report to the Senate: 
“* * * that the Defense Department take steps immediately to remove the 
Government from competition with private industry in the operation of aluminum 
sweating furnaces.” 

In spite of these recommendations, an Assistant Secretary of Defense recently 
announced that the operation of sweating furnaces would be continued. 


Recommendation of the industry 


The metal dealers division of the National Association of Waste Material 
Dealers, Ine., which represents the private sweating industry, requests that the 
following proviso be placed in the section of the Department of Defense Appro- 
priation Act for 1955 which provides funds for scrap handling so as to bring to an 
end the displacement of tax-paying small private business by Government-owned 
and operated industrial facilities: 

“Provided further, That no part of any appropriation or fund contained in this 
act, and no funds available from prior appropriations, shall be available for the 
acquisition, construction, or operation of facilities for melting or sweating alumi- 
num scrap.” 


Mr. Wuirer. The reason for my being here today is to discuss an 
item in the Defense Department appropriation act referring to the 
preparation for sale or salvage of military property. A sigetan item 
appears in section 622 of the Defense Department Appropriation 
Act of 1954. 

Mr. Wiaciesworrtu. That is page 289 of the committee print. 

Mr. Wuire. This furid acts as a revolving fund from scrap and 
salvage sales. The expenditures from it do not require further 
congressional approval. 
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In the President’s budget for the fiscal year 1955 there is included 
$25 million for the Army and $6 million each for the Air Force and 
the Navy. 

Our request to the committee is to limit the use of these funds so 
as to prevent the services from acquiring, constructing or operating 
facilities for melting or sweating aluminum scrap in competition with 
private business. 

ALUMINUM SWEATING 


Perhaps here I might explain briefly the operation of sweating 
aluminum. 

Mr. WiccLeswortn. Pardon me. Does this recommendation 
extent to one or to various metals? 

Mr. Wuire. We are referring specifically to aluminum scrap at this 
time. The Department of Defense has smelting operations for some 
of the other nonferrous scrap metals, but because of what occurred 
in this particular situation we are referring to aluminum sweating 
operations. 

The aluminum scrap which is thrown into the sweating furnaces 
very often has pieces of iron, pieces of copper, or pieces of brass, or 
other contaminants attached to it. The floor of the furnace is built 
on an angle. The furnace is usually fired—heated—by either oil or 
gas. Aluminum melts at a much lower temperature than iron or most 
nonferrous metals. Therefore, the operation gets the name ‘‘sweat- 
ing,’’ since just like you and I sweat from heat, the aluminum drops off 
and is drained from the bottom, and then is poured in its liquid state 
into pigs. 

Our organization, the National Association of Waste Material 
Dealers, was organized 41 years ago, in 1913, and has given continuous 
service to the waste material industry for that period of years. Our 
association covers all segments of the scrap or waste materials in- 
dustry except iron and steel scrap. That segment is represented 
by the Institute-of Scrap Iron and Steel, with headquarters here in 
Washington. 

Our members handle approximately 80 percent by volume of the 
scrap or waste materials consumed. 

An item somewhat similar to the one we are discussing was first 
included in the Military Appropriations Act for 1948. It was pri- 
marily for the purpose of providing funds for the demilitarization of 
cartridges so that the metals could be reclaimed. A similar provision 
has been continued in subsequent legislation, in varying amounts, 
including the bill under consideration. 

In the spring of 1953 some of our members learned that the Air 
Force was planning to construct 2 large aluminum sweating furnaces; 
1 at McClellan Air Force Base, near Sacramento, Calif., and the other 
at Tinker Air Force Base near Oklahoma City, Okla. 

Mr. Scrivner. What do you mean by “large’’? 

Mr. Wuire. “Large’’? 

Mr. Scrivner. Yes. 

Mr. Wuire. Well, I understand the capacity of those 2 furnaces 
is over 5 million pounds a year. 

Mr. Scrivner. I have seen the one at Tinker Base, and I would 
not consider it large at all. I have been around a few smelters. 
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Mr. Warre. Well, a sweating furnace that will sweat 2 million or 
3 million pounds a year is a pretty good-sized furnace. 

Mr. Scrivner. It seemed to be a very modest undertaking. 

Mr. Waire. I understand it cost $25,000. 

Mr. Scrivner. They do not call that big. 

Mr. Wuire. For a sweating furnace it is, sir. The smelting opera- 
tion, sir, requires quite a different cost and is quite different in capacity 
and so forth. The members took the matter up with the Senators 
from their States. The Senators in question looked into the matter, 
and they decided, after their investigation, that it was something which 
should be taken up with the Senate Select Committee on Small 
Business. 

The Senate Committee on Small Business made a very thorough 
investigation of the situation, and they felt it was deserving of a 
hearing before their committee. The hearing was held on September 
28, 1953. Our industry was heard during the morning and the De- 
partment of Defense was heard during the afternoon. 


REPORT OF SENATE SELECT COMMITTEE ON SMALL BUSINESS 


If I may, I would like to read an excerpt from the arinual report of 
that committee to the Senate on this subject. 

Mr. WicGLeswortu. You are going to read an extract from it? 

Mr. Wuire. Yes, I am just going to read a very little of it, just to 
give you the idea. 

Mr. Very well. 

Mr. Wuire. In this report the paragraph entitled ‘Industry 
Contentions”’ reads: 


Industry based its case upon the following major points: 

1. Private industry was operating at 40 percent of capacity. 

2. That certain small-business firms would be forced to close down with a 
resultant loss in tax revenue. 

3. That private industry has adequate facilities adjacent to the airbases in 
question. 

4. That Government operation would lead to further expansion into related 
activities. 

5. That industry is capable of handling the process more efficiently. 

6. That cost figures and recovery figures furnished by the Department of 
Defense did not give a true analysis of the cost and efficiency of the proposed 
operations. 

7. That Government-operated furnaces would operate at a loss to the taxpayers. 

8. That scrap-warranty clauses in contracts between the Government and 
industry assure the Defense Department of proper handling of scrap so as not to 
endanger the national security. 

9. That no real attempt was made by the Government to consult with industry 
before setting up the furnaces in an effort to work out problems with respect to 
the handling of scrap. 


Under the Department of Defense contentions it reads: 


1. That such an operation would reduce problems in the storing, transporting, 
and processing of aluminum scrap. 

2. The Government operation would insure the proper demilifarization of 
obsolete or wrecked aircraft. 

3. That a reduction in manpower would be effected. 

4. That there would be a saving of $294,633.11 per year as a result of the Govern- 
ment operation. 
5. That there would be an increased efficiency in the aircraft disposal program. 
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Further on in this report, the Annual Report of the Select Com- 
mittee on Small Business of the United States Senate, on the subject 
of demilitarization, it says: 

Inasmuch as the argument of necessary demilitarization for purposes of security 
was only presented when all other arguments had been exploded, it appeared 
entirely likely that there was little merit to the position taken by the service in 
this respect. Industry pointed out that scrap-warranty clauses in existing govern- 
mental contracts for the disposal of scrap adequately protected the Government. 
Defense witnesses did not produce a single case in which a violation of the serap- 
warranty clause had occurred, although the service did rely upon the example of a 
service aircraft having been resold in an instance where the Government inter- 
posed no objection and where no scrap-warranty clause had been involved. 

Your committee feels that the alleged profit to the Government is extremely 
doubtful. Even if some Government profit could be established, the question 
might yet be asked: ‘Should not the Government go into all business enterprises 
where there is a chance of showing a so-called profit’’’ It seems rather obvious 
that the philosophy of government itself, as practiced in this country requires a 
negative answer to that question. This conclusion would seem to be supported 
by recent committee reports of both the United States Senate and the House of 
Representatives. 


In regard to sweating capacity, the industry is operating only at 
about 40 percent of capacity of its sweating furnaces throughout the 
country. In fact, the private installation at Sacramento, Calif., has 
closed down because of the operation of the furnace installed at 
McClellan Air Force Base. 

I would like to read just another excerpt from this report of the 
Senate Select Committee on Small Business. 

On the basis of the testimony taken at the hearing and on the basis of all in- 
formation contained ip the files, your committee concludes that the operation of 
aluminum sweating furnaces by the Navy and the Air Force constitutes unneces- 
sary and unjustifiable competition with private enterprise. Your committee 
recommends that the Defense Department take steps immediately to remove the 
Government from competition with private industry in the operation of aluminum 
sweating furnaces. 


REPORT OF SENATE COMMITTEE ON APPROPRIATIONS 


The report on section 622 of the Defense Department Appropria- 
tion Act of 1954 states: 

The committee recommends no change in this section. However, it is the 
belief of the committee that the agencies of the Department of Defense should 
exert every possible effort to dispose of scrap and salvage materials through — 
and salvage dealers and to avoid going into scrap operations in competition wit 
such private businesses. 

Mr. Wice.eswortu. From what are you reading now, Mr. White? 

Mr. Wurre. This is from section 622 of the report. 

Mr. Of what report? 

Mr. Wuirer. The repert of the Senate Appropriations Committee. 

Mr. Wiee.teswortu. The Senate Appropriations Committee? 

Mr. Wuire. That is right. Senate Report 601 of the 83d Congress, 
Ist session. The report continues: 

The committee also hopes that scrap and salvage operations can be conducted in 
such a manner as to avoid costs associated with the accumulation and processing 
ef such material. 

Mr. Suerparp. Mr. Chairman, om. f I interject at this point? 

Mr. Wiaeteswortn. Mr. Sheppard. 
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RECOMMENDATIONS 


Mr, SHepparp. I think we are quite familiar with the recommenda- 
tions made by these two committees. What I would be interested 
i in is what the gentleman has to propose as a solution to the problem 
‘ presently under discussion. 


Mr. Wuire. I wanted to familiarize the members of the committee 
as to the feeling of Congress. 

Mr. SHeprarp. We have that. 

Mr. Scrivner. We have been studying it for several years. 

Mr. Wurtz. You have, but I am wondering, if you have a copy of 
the letter which Senator Homer Ferguson sent to Charles E. Wilson 
under date of August 13, 1953. It was a personal letter from the 
Senator to Mr. Wilson, in which he calls Mr. Wilson’s attention to 
7 Senate’s report on section 622 of the 1954 defense appropriation 

ill. 

Mr. Suepparp. Of course, we respect the gentleman’s presentation 
of Mr. Ferguson’s ideas, and I am somewhat conversant with them. 
So far as I am concerned, as a member of this committee, what I would 
like to hear is your solution to the problem without the reeommenda- 
tion of anybody in the Senate or anywhere else. That is what I am 
interested in. 

_Mr. Wurre. If you will give me 2 or 3 minutes I will be up to that, 
sir. 

Mr. Suepparp. Surely. 

Mr. Wuire. I would like to have this letter from Senator Ferguson 
to Mr. Wilson in the record. 

Mr. WiaeLeswortH. Without objection it will be embodied in the 
record as part of your presentation here. 

(The letter is as follows:) 

Aveust 13, 1953. 
Hon. E. Witson 


Secretary of Defense, the Department of Defense, 
Washington, D. C. 

My Dear Mr. Secretary: I am writing to call your attention to the passage 
in the Senate report on the 1954 defense appropriations bill concerning section 
622 of the act. 

You will note that the committee expressed the belief that every effort should 
be made by the Department of Defense to dispose of scrap and salvage through 
the channels of private business rather than by going into scrap operations involv- 
ing military funds. 

he committee has been concerned over this matter because of reports reaching 
it of expenditures by various of the military services for permanent installations 
such as aluminum sweating furnaces and baling presses which seem to directly 
compete with nearby private facilities. 

I would appreciate your consideration of this matter and your cooperation in 
carrying out the committee’s views. 

ith kindest regards. 
Sincerely yours, 
Homer Fercuson. 


OPERATION OF GOVERNMENT FACILITIES 


Mr. Wuire. In addition to what you have generously permitted 
me to present to you this morning, there is something which is rather 
confusing to us which I would like to mention. 

Just 2 weeks ago—March 16, 1954, to be exact—the Honorable 
Charles S. Thomas, Assistant Secretary of Defense, stated before the 
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Intergovernmental Relations Subcommittee of the House Committee 
on Government Operations: 

The review of the aluminum smelting and sweating operation of the Navy and 
Air Force has been completed. It has been decided that those facilities now in 
operation will be continued by the military departments because of the proven 
substantial savings which accrue to the Government. 

This is quite contrary to what was brought out in the hearing of the 
Senate committee. 

Mr. Wiacieswortu. How many of these facilities are in existence 
now? Is it just the two you have mentioned? 

Mr. Wurre. Of the Defense Department? No; there are nine. 

Mr. Wiae.eswortn. Nine all told? 

Mr. Wuire. That is right. I give the locations of them, Mr. 
Chairman, in the statement of mine which I[ did not read but filed for 
the record. 

Mr. Suepparp. Did they all cost approximately $25,000? 

Mr. Waite. No. 

Mr. Suepranp. What was the bottom price and what was the top 
price? 

Mr. Wuire. I do not know that I could answer that question 
authoritatively. I do not have the figures, sir. 

Mr. Wiacieswortu. How much business do those nine plants 
handle annually? 

Mr. Wuire. Well, the two plants, at Tinker and MceClellan—— 

Mr. WiaeLeswortu. I am asking about all nine, if you know. 

Mr. Wuire. I do not know. I would estimate that probably all of 
them, Navy and Air Force, might easily cover 10 million pounds a year 
or more. 

Mr. Maup.uin. The information has never been made available to 
us. 

Mr. Wiceteswortx. How much business do the two plants do? 
You say you have some figures on that? 

Mr. Wuirre. The figure we had on that was over 5 million pounds in 
the 2 plants, at Tinker and McClellan. That is on a yearly basis. 

Mr. Wieeiesworrn. 5 million pounds a year for the 2? 

Mr. Wuirre. Yes, for Tinker and McClellan. 

Mr. Forp. What percentage is that of the overall amount the 
Department of Defense would sweat? 

Mr. Wurre. Well, I can only give a guess, because the figures 
have not been published. If my guess is anywhere near accurate, 
the Air Force and the Navy at the 9 installations would sweat bet- 
ter than 10 million pounds a year. 

Mr. Forp. Out of the total amount which the Department of 
Defense would sweat, is that 100 percent, is that 50 percent or is it 
25 percent? 

Mr. Osrertac. In other words, you want to know the total amount 
of sweating that the Defense Department has to do, privately or 
otherwise? 

Mr. Warr. In the hearings before the Senate Committee on Small 
Business, it was stated: 

On the basis of an annual total generation of 5,020,515 pounds, or 2,510 short 
tons, of aluminum scrap at McClellan and Tinker Bases, it can be computed 
that this aluminum scrap would amount to over 15 percent of the total aircraft 


scrap consumed on the basis of 1950 totals, and approximately 19 percent of the 
total aircraft scrap consumed on the basis of the 1951 totals. 
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Mr. Forp. In other words, the services are sweating about 15 
percent of the total scrap? 

Mr. Wuirr. Approximately 19 percent using 1951 totals. 

Mr. Forp. Is there any reason to believe that that percentage has 
varied materially? 

Mr. Wuire. Yes. It would vary, of course, depending on the 
total scrap available to sweat. 

Mr. Forp. In other words, some 81 percent of the scrap from the 
Department of Defense is handled by private dealers? 

Mr. Wuirte. May I explain that there is a lot of aluminum scrap 
that does not require sweating, because of its condition. To be very 
honest with you, it would be criminal to sweat certain types of 
aluminum scrap. 

Mr. Suepparp. In order to clarify the statement, may I interject 
this: It is purely where you have contamination that sweating is 
necessary? 

Mr. Waurre. That is it, exactly. It eliminates the contaminants 
from the aluminum in the scrap. That is the primary purpose of 
sweating aluminum. 

Mr. WicaieswortH. What would the cost be for sweating the 5 
million pounds? 

Mr. Wurre. What is the cost? 

Mr. Wiae_eswortH. What would the cost be for doing the job by 
small business, for 5 million pounds? 

Mr. Wuire. That, of course, would vary, too, according to the 
various types of installation, their efficiency, and so forth. 

Mr. Wiae.eswortH. How many million pounds does the industry 
sweat a year, overall? 

Mr. Waurre. I do not have the figures on that, sir. 


SPECIFIC RECOMMENDATION 


Mr. WiaeLeswortu. What is your specific recommendation, com- 
ing back to Mr. Sheppard’s question? 

Mr. Wuire. Our specific recommendation, which we are requesting 
of your committee, regarding the funds which may be granted to the 
Defense Department under a section similar to section 622 in the 
1954 act, is that that section contain wording along the lines we 
recommend, which is as follows: 

Provided further, That no part of any appropriation or fund contained in this 
act, and no funds available from prior appropriations, shall be available for the 
acquisition, construction or operation of facilities for melting or sweating alu- 
minum scrap. 

Mr. SHepparp. Mr. Chairman, I would like again to interject, 
with your permission. 

Mr. Mr. Sheppard. 

Mr. SHepparp. I am in sympathy with small business. On the 
other hand, speaking for myself as a taxpayer, there is a taxpayer’s 
aspect which enters into the thing, which might be interjected by a 
subsidy aspect. I refer to the total operation, where we are all 
trying to avoid that if and when we can. 

While your recommendation of language for corrective purposes 
is explicit, as I see it, I would like to ask you what would be the follow- 
up resulting from this type of operation? What would happen if the 
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committee in its wisdom should see fit to select the suggested amend- 
ment. 

Mr. Scrivner. And how much would it cost? 

Mr. SHepparp. There is much scrap aside from aluminum. That is 
only one factor, as 1 am sure you understand. 

at would be the reflected benefit to the taxpayers, aside from the 
sess business aspect to which you refer, emanating from the 
e which you propose? Can you tell us that, if you please? 

Mr nite. Well, No. 1, every private business organization has 
to pay taxes, 

Mr. Suepparp. That is right. 

Mr. Waite. More or less every individual employed by private 
industry has to pay taxes. 

Mr. Suepparp. That is true. 

Mr, Wuire. We claim, and I believe it was definitely proved in the 
hearings before the Senate Select Committee on Small usiness, and 
they so stated in their annual report covering aluminum sweating 
operations, they believe as we do, that our industry by buying the 
scrap from the Government will net the Government a greater return 
than it could possibly make under these sweating operations; and at 
the same time not eliminate private business or a portion of private 
business. 

Ber Scrivner. Do you have any facts or figures to substantiate 
at 

Mr. Wuirs. Yes. I would have to go through the hearing and 
take them out for you. 

Mr. Scrivner. I thought you had some facts or figures, Mr. White. 
This committee, of all the committees in the House, has been as 
determined as any that the Federal Government should not un- 
ete with private enterprise. 

Wuire. Yes, sir. 

Mr Scrivner. We have been constantly cognizant of that. At the 
same time, we are concerned, as Mr. Sheppard has pointed out, with 
the effect of military appropriations upon the taxpayers of this Nation. 

You pointed out that your employees, or small-business employees, 
pay taxes. So do the military employees. The men in the military 
service pay taxes, and the civilian employees of the military pay taxes. 

f 10 men were working in a sweating plant for the military they 
would be paying probably just as much in taxes as 10 men working 
for you. That balances itself off, so far as that is concerned. 

Mr. ‘Wnarre. You are talking about the lower wage bracket 
employees? 

Mr. Scrivner. I am just talking about the people who work on 
this job, whom I have seen working on it. 

Mr. Wurrs. What about the firm? 

Mr. Scrivner. Sir? 

oe: Wuirs. What about the firm, the company, which pays taxes, 
too 

Mr. Scrivner. So do the military people, the few officers who are 
involved and whose time is taken in supervising this. 

Mr. Wuirs. I understood your point to be that you were referring 
to personnel. 

r. ScrivNgeR. Surely. 
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Mr. Wurre. I am referring to personnel, but I am also referrin 
to the firms themselves. They pay taxes, in addition to the personnel. 

Mr. Scrivner. We realize that. 

Mr. Wuarte. Which the military does not do. 

I think perhaps, unless your committee desires to have me go into 
greater detail, that the statement of the Senate committee covers 
that. It reads: 


j Your ponte feels that the alleged profit to the Government is extremely 
ou ul. 


Mr. Scrivner. That is a conclusion made by the Senate committee. 
If you will permit me to say so, we do not accept in lieu of our judg- 
ment the judgment of any other committee. We exercise our own 
judgment. 

Mr. Wuire. I appreciate that. 

Mr. Scrivner. From the facts before us. 

Mr. Wuire. I appreciate that. 

Mr. Scrivner. And from what we have seen and what we know 
of our own experience and observation. 

Mr. Wuire. Well, sir, I can give you some figures that were given 
in the hearing before the Senate Small Business Committee. 


On April 29, 1953, Kelly Air Force Base sold, on competitive bids, 37,000 
unds of pis aluminum, sweated in their pilot plant, for 12.27 cents per pound. 
‘elly Air Force Base sold, in competitive bids, 2 lots of pig aluminum on Sep- 
tember 9, 1953, one of 39,000 pounds for 14.285 cents per pound and one of 21,000 
pounds for 13.76 cents per pound. Therefore, at the 3 most recent sales of which 
we have knowledge, the Air Force received an average of 13.43 cents per pound 
for sweated aluminum pig produced in its pilot plant. 


Mr. Scrivner. What does that prove? 
Mr. Wuirr. Wait a minute. 


Since 0.62 pound of aluminum pig is produced from each pound of aluminum 
scrap, the amount received for the scrap after it had been sweated into the form 
of aluminum pig averaged 8.33 cents per pound. Accordingly, the difference 
in the value of aluminum scrap, as scrap, and the aluminum scrap, as aluminum 
pig, was 8.33 cents minus 7.89 cents— 


the price being received at McClellan Air Force Base at that time 
for aluminum scrap— 


or 0.44 cent, which is less than half a cent per pound before deducting sweating 
costs. This amount is the additional amount per pound available to cover the 
cost of labor, fuel, supervision, depreciation, et cetera, and in the case of a private 
firm, taxes and profit for sweating the aluminum scrap into pig aluminum. 

Estimates made by the National Production Authority give the cost of sweating 
at McClellan and Tinker Fields as 3 cents per ingot pound, which is 1.86 cents per 
pound of aluminum scrap, based on a 62-percent recovery. Deducting this 
amount from the 0.44 cent per pound computed above shows an actual loss of 1.42 
cents per pound of aluminum scrap sweated by the Air Force in its pilot plant. 
This means that each time the Air Force puts 1 pound of aluminum scrap in their 
furnace, they lose 1.42 cents of the taxpayers’ money plus the taxes the Govern- 
ment would have collected if the sweating had been done by a private firm. 


Mr. Scrivner. That is a pilot plant. Those are old figures. 
What are the most recent figures? You have nothing more recent? 
Mr. Wuire. This is also from the hearing of last September. 


Summing up the above figures, which are based on actual sales prices, costs, et 
cetera, rather than estimates prepared by the Air Force, it will be noted that the 
Air Force will suffer an annual loss of $71,291.31 on their sweating operations 
at McClellan Air Force Base and Tinker Air Force Base instead of a profit 
of $294,632.21 as estimated by the Air Force. 
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Mr. Scrivner. I made a visit to Tinker recently. Their figures 
are standing up very well. 


PERCENTAGE OF INDUSTRY CAPACITY 


Mr. Forp. Mr. White, the statement has been made that the in- 
dustry is working at 40 percent of capacity. 

Mr. Wuire. Yes. 

Mr. Forp. If all of these Navy and Air Force operations should 
be stopped in total, what impact would that have on the industry, so 
far as the percentage of operation is concerned? 

Mr. Wuirte. Well, I think your percentage of operation again must 
naturally depend on the amount of tonnage of scrap generated by the 
Air Force and the Navy. 

Mr. Forp. Assuming the figure which has been discussed here a 
few minutes ago, of from 5 to 10 million pounds annually, what effect 
would that have on the industry, as to utilization of its capacity? 

Mr. Wuire. I would assume that if all the scrap were sold through 
the historical pattern of the industry, that would increase the per- 
centage of canacity in use of the sweating furnaces, I would roughly 
estimate, so that probably it would be closer to 60 percent of capacity. 

Mr. Suepparp. Mr. Ford, may I ask a question at that point? 

Mr. Forp. Surely. 

Mr. Suepparb. In other words, if we have established here in our 
minds we are running about 15 percent of the total basic production 
in the Army and the Navy and so forth, in the sweating, and the rest 
of it is being handled outside, as I understand it—is that correct? 

Mr. Wuire. I do not quite understand. 

Mr. Suepparp. In other words we have a total, using a hypothetical 
figure of 100. Out of that 100, either pounds or tons, they are sweat- 
ing a total of about 15 to 18 percent. Is that approximately correct? 

Mr. Wuire. That is right; yes, sir. 

Mr. Suepparp. The balance which is not in that sweating require- 
ment category is already flowing out to the scrap world, is it not? 

Mr. Wuire. Yes, sir. 

Mr. Suepparp. All right. If that is true, that 15 or 18 percent, or 
even perhaps 20 percent, would reflect back to the present private 
operation and would be added to the 40 percent. That would add 15 
or hypothetically 20 percent, which would bring it up from 40 percent 
say another 20 percent, to be liberal. It would increase the operation 
businesswise an additional 20 percent. 

Mr. Wuire. I think it would be brought up higher than that, be- 
cause of this: If the services sold that scrap “as is—where is” I think 
private industry would probably sweat a greater percentage of the 
scrap than perhaps the Defense Department might do. 

Mr. SHeprarp. In other words, you say that they would go into 
a more liberal sweating program, compared with the sweating pro- 
gram presently being conducted by the military? 

Mr. Wuire. I think so, and also get a better ‘grade of aluminum 
from the sweating operation. 

Mr. Suepparp. In the efficiency of operation? 

Mr. Wuirs. That is right, more aluminum pig. 

Mr. Suepparp. But with regard to the question of my colleague, 
Mr. Ford, it was stated here that you have a percentage of about 20 
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percent, which would be the figure added to the private operation, as 
| interpreted the figure. 

Mr. Scrivner. Perhaps not that much. 

Mr. SHepprarD. I do not want to take up the committee’s time, 
Mr. Chairman, but this is very interesting to me. 


ALUMINUM SCRAP PRICES 


Before I leave this may I ask: What would be normally, under 
today's market for aluminum scrap, the price as is per ton as of right 
now? 

Mr. Wuire. Well, No. 1, our association, of course, is not inter- 
ested in prices. We do nothing in the way of selling material, or 
buying material, nor do we have anything to do with the setting of 
prices. 

Mr. Suepparp. I realize that. 

Mr. Wuire. I can give you an idea. 

Mr. SHepparp. That is what I would like to have, if I may. 

Mr. Wuire. One of the trade papers shows, as of today, Thursday, 
April 1, 1954, dealers’ buying prices. In the New York area, alu- 
minum crankceases are 9 to 10 cents a pound; old aluminum sheet and 
utensils are 9 to 10 cents a pound; 2-S, a certain grade of aluminum 
clippings, are 12 cents a pound; and aluminum pistons with struts are 
6 to 7 cents a pound. Without the struts the pistons would be more 
valuable, because the struts have to be taken off. 

Mr. Scrivner. Do those figures show the scrap airplanes? 

Mr. Wuire. No, sir; this does not show that; wrecked aircraft is 
not quoted. It is a matter of bid at the time the invitation to bid is 
issued from the various depots or fields. 

Mr. SuHepparp. Do we have a comparable price there on the same 
aluminum that is converted to pig? Does your quotation there give 
those, too? 

Mr. Wuire. No, sir; it does not quote sweated aluminum pig. 

Mr. Suepparpb. That is all, Mr. Chairman. 

Mr. WiaeLeswortH. Any other questions? 

Mr. Manon. Well, we have the position of the association. Will 
the position of the Department of Defense be supplied for the record 
at this point, Mr. Chairman, in order that we may have it readily 
available to people who read the hearings? 

Mr. Wiaeiesworrnu. Of course, this was discussed somewhat in 
the general review of the provisions. 

Mr. Manon. Yes; but it would be hard to find all those places where 
it was discussed. It seems to me if it could be summarized at this 
point it would be helpful. 

Mr. Wurre. Are you referring to the Senate committee’s report? 

Mr. Manon. No; I am referring to the Defense Department’s posi- 
tion on this question. 

(The matter referred to appears on p. 469.) 

Mr. Waiter. I beg your pardon. I was going to say: This is an 
excerpt from the Annual Report of the Senate Select Committee on 
Small Business relating to sweating, which was prepared after the 
hearing. 


EFFECT OF RECOMMENDATIONS 


Mr. Scrivner. Mr. Chairman, it might be well for Mr. White to 
furnish a statement which would show just exactly what the trade 
requires in the way that the scrap is handled. We are talking now 
particularly of aluminum, and speaking particularly of airframes; it 
would be well to know just how they must be prepared before they 
pay for it; what they require the Air Force to do in the way of cutting 
it down to size, preparing it for shipment, and all of those things; 
because that is one of the big factors which has entered into this thing. 
The cost of preparation of the material was very great. 

Let me make one further request. If you can, you might set down 
in black and white a concrete example showing just suaeiae where the 
taxpayers can benefit. In other words, where are they going to come 
out better under your proposal than they are under the present opera- 
tions? I am sure this committee would like to hear it. 

Mr. Wuire. Well, I feel that that is shown. May I say this, sir: 
The first word we had, talking industrywide now, with regard to 
further going into this operation at Tinker and McClellan was in the 
spring of 1953. 

Mr. Scrivner. You told us that. 

Mr. Wuire. Yes, sir. The point I want to call to your attention 
again is the fact that between that date and September 28, 1953, when 
we were granted the hearing, the Senate committee made a very 
thorough investigation of the entire operation. 

Mr. Mr. White—— 

Mr. Wuire. May I just say one word more, sir? 

Mr. Wiae.ieswortu. Please be as brief as possible. 

Mr. Wuire. It is only in answer to the suggestion or request made 
by your colleague. 

A great deal of this material is advertised in certain locations on an 
‘‘as is-where is’ basis. Out at Pyote Air Force Base, out in the 
hinterlands of Texas, they recently had hundreds and hundreds of 
planes on the hoof. That was “as is-where is.’”” We went in—the 
‘we’’ referring to members of the industry—and purchased those 
planes, broke them up, and sweated the aluminum scrap. 

Mr. Scrivner. Mr. Thomas, to whom you referred, is himself an 
advocate of private business, being a private-business man himself. 
You have stated that he has made a study, and that the decision has 
been made to continue the operations. 

Mr. Wuire. Yes, sir. 

Mr. Scrivner. He must have had some very good reasons for 
making that decision. 

Mr. Wuire. He says: 


Because of the proven substantial savings which accrue to the Government. 
That is his reason. 

Mr. Scrivner. What better reason can be found? 

Mr. Wiccieswortu. Mr. White, you will receive the transcript 
of your remarks for editing, and I suggest at that time if you can carry 
out Mr. Scrivner’s suggestion that you do so. 

Mr. Wairte. All right, sir. We shall endeavor to do so. 

(The information is as follows:) 
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1. Requirements as to preparation of wrecked aircraft scrap by the Department of 
Defense prior to its sale to scrap-metal dealers 


Scrap-metal dealers do not require any preparation of wrecked aircraft scrap 
by the Department of Defense. Scrap dealers are prepared to bid on, and to 
pick up at the bases, the scrap in the form it is generated, from complete airplanes, 
wings and fuselages down to parts, engines, ete., of any size or condition. Recently 
the Air Force offered and sold on competitive bids over 250 reclaimed B-29 
airplanes which had been flown to Pyote Air Force Base, Tex. The planes were 
canabalized by the Air Force so as to obtain the instruments and other equipment 
of value to them, and then turned over to the purchaser who cut them up for 
removal and sweating. It was not necessary for the Air Force to cut or in any 
way prepare these planes for sale. 

Contracts for the sale of wrecked aircraft scrap contain the following serap 
warranty: 


“Scrap warranty: With respect to all scrap covered by this contract the purchaser 
represents and warrants to the United States that such property was offered as 
scrap, purchased by it as scrap, and that it will sell and ship or use it as scrap 
either in its existing condition or after further preparation.” 


This clause provides that the scrap be used as a raw material which completely 
demilitarizes it. The act of June 25, 1948 (62 Stat. 749) (Title 18 U. 8. C. 1001) 
makes it a criminal offense to make a willfully false statement or misrepresentation 
to any department or agency of the United States as to any matter within its 
jurisdiction. No scrap dealer would jeopardize himself and his business by 
violating the scrap warranty clause. The Department of Defense has been unable 
to cite a singie case in which a scrap dealer has violated a scrap warranty clause. 
The scrap warranty clause assures complete demilitarization of military aircraft 
and parts available for sale, as required by the basic policy of the Department of 
Defense, without any cost to the Government. 


2. Benefits to the taxpayers resulting from the Depaitment of Defense selling its 
wrecked aircraft scrap, as scrap, rather than sweating it and selling the aluminum 
pigs 

There is no standard classification for wrecked aircraft scrap. Each lot is 
offered and sold on an “‘inspection-by-the-buyer’”’ basis. An offering may consist 
of obsolete planes from which classified and salvagable instruments and material 
have been removed and the purchaser buys the lot on a gross weight basis, or per 
lot basis, which includes rubber tires, steel armor plate, steel cables, wood, glass, 
plastics, and many materials other than aluminum. Another offering of wrecked 
aircraft scrap may consist of aircraft parts such as complete, or parts of, wings, 
fuselages, etc., which have been removed from planes. Ineluded in this group 
could be some items, which contain a very high percent of aluminum, such as 
bombracks and tuel cells. In such a lot, there is normally a larger percentage of 
aluminum than in complete planes but the buyer must give consideration to the 
presence of other metais such as steel, copper, lead, etc. A third lot of wrecked 
aircraft scrap may consist of engines, engine parts, cylinder heads, and other 
cast aluminum, and similar items which contain a higher percentage of aluminum. 
There are, of course, combinations of the above types and many in-between 
types of aluminum scrap but all of them come under the general heading or 
wrecked aircraft scrap. 

The amount of aluminum pig which can be recovered from a given lot of wrecked 
aircraft scrap may vary from 50 percent or less of the gross weight of the wrecked 
aircraft sold, in the case of obsolete, reclaimed, and wrecked planes up to approxi- 
mately 90 percent recovery for fuel cells or other items which contain a very small 
percentage of other materials. Wrecked aireraft scrap is usually offered to 
scrap dealers on an “‘as is where is’’ basis and ecnsists of complete planes, sections, 
or items which are highly contaminated and from which the recovery in aluminum 
sweated pig is low, ranging from less than 50 percent to approximately 65 percent. 
Before sweating such scrap, it is necessary for the buyer to prepare it by removing 
as much of the contaminated material attached to the aluminum as it is eco- 
nomically feasiole to remove. The weight of the material charged to the sweating 
furnace is much less than the gross weight on which the price paid by the scra 
dealer is determined. In the studies made by the Air Force and Navy, on whic 
their recoveries and costs are based, the services used the weight of the wrecked 
aircraft aluminum at the time it is charged into the furnace in making their 
calculations as to the recovery obtained and alleged financial benefits to the 
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Government of sweating its wrecked aircraft scrap as compared with selling it 
as scrap. Such a method does not give a true comparison. 

In order to get a direct comparison of the benefit to the taxpayer of the Goy- 
ernment selling its wrecked aircraft scrap, as scrap, versus preparing, sweating, 
and selling it as sweated aluminum pig, it is necessary to base the calculations 
on the same type of material. Information obtained during the past 24 hours 
from operators of aluminum sweating furnaces in various parts of the country 
indicates that the present market price is approximately 642 cents per pound for 
wrecked aircraft scrap with an average 60 percent recovery rate, and 13% cents 
per pound for sweated aluminum pig obtained from such scrap. The Air Force 
could either sell its wrecked aircraft scrap of this type at 6% cents per pound 
without any preparation or other costs, or could prepare it and sweat it into 
aluminum pigs for which it could expect to receive 13% cents per pound. Since 
the recovery rate is 60 percent, from a given lot of 100,000 pounds of aluminum 
scrap, which the Government could sell for $6,500, it could obtain 60,000 pounds 
of sweated aluminum pig for which, at 13% cents per pound, it would receive 
$8,100. On this basis, the Government would receive an additional $1,600 or 
1.6 cents per pound for preparing and sweating the 100,000 pounds of wrecked 
aircraft scrap. 

Under date of June 26, 1953, the Chief of Navy Material submitted a résumé 
of the operations of the four Navy-owned aluminum sweating furnaces to the 
Select Committee on Small Business of the United States Senate. This résumé 
stated that the cost per pound for sweating aluminum scrap was as follows: 

NAS Jacksonville, 2.13 cents; NAS Norfolk, 3 cents; NAS Alameda, 2.4 cents: 
NAS San Diego, 1.66 cents. The weighted average cost for the 4 Navy furnaces 
is 2.4 cents per pound for sweating scrap. These costs cover only the sweating 
operation and do not include the cost of preparation for sweating. 

Under date of January 9, 1954, the Department of the Navy submitted addi- 
tional information to the committee in which it gave its operating cost of pre- 
paring and sweating aircraft scrap, as 4.76 cents per pound of aluminum pig 
produced. On the basis of the recovery rate of 78.7 percent given in the data 
furnished to the committee, this would be equivalent to a cost of 3.74 cents per 
pound of wrecked aircraft scrap processed. The Navy data were computed on the 
basis of 3,350,604 pounds of aluminum serap processed during a 12-month period. 
During this period, the Navy sweating operations were operated at a loss of 2.14 
cents per pound of serap processed (the difference between the cost of 3.74 cents 
per pound for preparation and sweating and the 1.6 cents per pound increase in 
value due to sweating), or a total of $71,703 for the 3,350,604 pounds processed. 
The taxpayers would have benefited by $71,703, plus the local, State, and Federal 
taxes which a private sweating operation would have paid, had the Navy sold its 
wrecked aircraft serap as scrap during this period. 

The taxpayers would also have benefited had the Air Force not attempted to 
sweat its wrecked aircraft at Pyote Air Force Base and instead sold it as scrap. 
Data submitted to the Senate Select Committee on Small Business by the Air 
Foree show that the Air Force charged 399,822 pounds of airframe scrap into the 
Pyote Air Force Base sweater and that the cost of operation was $28,648.16, an 
average sweating cost of 7.17 cents per pound of scrap sweated. The taxpayers 
would have benefited by $22,270 (the difference between the actual cost of 7.17 
cents per pound for preparation and sweating and the 1.6 cents increase in value 
due to sweating, applied to the 399,822 pounds of scrap sweated), plus the local, 
State, and Federal taxes which a private sweating operation would have paid, 
had the Air Force Base at Pyote, Tex., sold its wrecked aircraft scrap as scrap. 
Sweating operations at Pyote have been discontinued. 

The Air Force has recently completed the construction, and started operation, 
of sweating furnaces at McClellan Air Force Base and at Tinker Air Force Base. 
Available operating data and costs are based on the sweating of highly selected 
aluminum scrap, and no data are available to us from which we can compute the 
costs on the basis of preparing and sweating wrecked aircraft scrap from scrap in 
the form it was previously offered to the serap dealers. The Deputy for Procure- 
ment and Production of the Air Force recognized this situation when recently, in 
commenting on the MeClellan and Tinker sweating costs, he informed the Assist- 
ant Secretary of Defense as follows: 

“There are so many variables— such as serap prices, ingot prices, percentages 
of recovery, types of material charged, and annual generations— that it is risky 
sr attempt any exact projections of the significance of these figures over a year’s 

me. 
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While some of the earlier costs at these newly constructed sweating furnaces 
may indicate that the Air Force can obtain a greater net return by sweating its 
wrecked aircraft scrap than by selling it as scrap in a highly competitive market, 
it is confidently predicted that when all costs are taken into consideration and 
the value of the scrap consumed in producing aluminum pig is determined on the 
same basis as if it was sold as scrap, that it will be found that the new installa- 
tions are also operating at a loss and that the taxpayers would greatly benefit if 
the Defense Department would sell all of its wrecked aircraft scrap, as scrap. 

Mr. WicGLeswortH. Thank you very much. 

ye Wuire. Thank you very much, gentlemen, for your attention 
and time. 


Tuurspay, Aprit 1, 1954. 


Disposition oF Scrap IRoN AND STEEL 


WITNESSES 


BENJAMIN Z. KATZ, ASSISTANT TO THE EXECUTIVE VICE PRESI- 
DENT OF THE INSTITUTE OF SCRAP IRON & STEEL, INC. 
JULIUS PECK, NORFOLK, VA. 


Mr. Wiaeiteswortn. We have representatives before us of the 
Institute of Scrap Iron & Steel, Inc., who desire to make a statement 
to the committee. 

(See p. 607 for general statement.) 

Mr. Karz. Mr. Chairman and gentlemen of the committee, my 
name is Benjamin Z. Katz. I am assistant to the executive vice 
president of the institute, Mr. Edwin C. Barringer, who is out of 


town on an urgent matter and asked me to express his apology. 

It would not be he, or is it just I, who addresses you at this time 
but the voice of some 1,330 member dealers of the organized scrap 
industry who process and deliver more than 95 percent of the tonnage 
of ferrous scrap consumed annually in the making of new iron and 
steel; an industry which employes normally around 200,000, plus a 
secondary employment effect. I say employs normally because cur- 
rently that rate of employment is around 150,000. 

We do not come here to tell you our troubles. Rather, we come 
here to discuss a problem in which you are interested. 

If I may take a moment to bring you gentlemen up to date, we 
missed the opportunity to appear before this committee though we 
did file a statement with the chairman of the Appropriations Com- 
mittee last year when this matter came up, because we had been in 
constant contact with the Department of Defense. 

I will offer for the record a letter from Admiral Ring, the then Chair- 
man for the Supply and Management of the Munitions Board, a 
letter outlining their policy assuring us they were not going to install 
scrap-processing facilities in competition with private industry. 

(The correspondence referred to follows:) 
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Orrice or THE AssISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., August 18, 1953. 
Mr. Epwin C. BARRINGER, 


Executive Vice President, Institute of Scrap Iron & Steel, Inc. 
Washington 6, D. C. 

Dear Mr. BarrinGer: This is in reply to your letters of July 27, 1953, and 
July 30, 1953, through which you transmitted to the Secretary of Defense certain 
information regarding scrap-processing operations in industry and in Government. 

As you know, since the hearings before the Intergovernmental Relations Sub- 
committee of the House Committee on Government Operations, the military 
departments have initiated a study into the field of military scrap operations now 
employed at the various military installations. The investigation will make 
available to the Department of Defense an inventory of all scrap-processing equip- 
ment of the Army, Navy, and Air Force. It will also provide figures as to the 
yearly generation of scrap at each installation so that a determination may be 
made, based on established criteria, as to whether or not use of the equipment is 
justified. In order to establish a sound criterion, all the costs of operation, both 
ps mead and hidden, administrative charges and depreciation factors will be con- 
sidered. 

Purchase and control of serap-processing equipment will then be controlled 
from a central departmental office. As a result of this program, a proper Depart- 
ment of Defense criterion will be established which will guide each militarv depart- 
naar a Pe: determining where such equipment should be replaced, transferred or 
installed. 

It is our intention to discuss the results of our survey with your Institute and 
to present a complete report to the Intergovernmental Relations Subcommittee 
of the House Committee on Government Operations. You already have copies 
of the Department of Defense statement which was presented to the subcom- 
mittee on July 22, 1953, and which not only contains answers to questions raised 
by various members of the scrap industry but which also sets forth Department 
of Defense policy regarding scrap operations. 

You may rest assured the information and charts which you forwarded to the 
Secretary of Defense will be properly evaluated. In the meantime, utilization 
of equipment now on hand, and the acquisition of additional equipment, will be 
governed by proper criteria as established in the near future. The Government is 
not now making, nor will it make any effort to compete with the normal scrap 
processing activities in industry. i 

Sincerely yours, 
M. L. Rina 
(For C. 8. Tuomas, Assistant Secretary of Defense, Supply and Logistics.) 


ashington 6, D. C., August 25, 1953. 
Adm. M. L. 


Office of the Assistant Secretary of Defense, Supply and Logistics, 
Washington, D. C. 

Dear Apmrrat Rine: Thank you for your letter of August 18 relative to the 
survey you are making of military installations and facilities for preparing scrap. 
Be assured that we will be very glad to work with you in evaluating the results 
of the survey and in any other matters in which you feel we can be helpful. 

Cordially yours, 
Epwin C. 
Executive Vice President. 


InstrruTe or Scrap Iron & Sreet Inc., 
Washington, D. C., September 1, 1958. 
Adm. M. Rta, 
Office of the Assistant Secretary of Defense, 
Washington 25, D. C. 

Dear ApmrraLt Riva: While I appreciate that you are working on the estab- 
lishment of criteria to govern military scrap operations and look forward to the 
opporturity of evaluating the results with you, we understand from our dealers 
ra secre of scrap processing equipment are still being made; for instance 
as follows: 

1, Anew shear, costing approximately $5,000, has been installed at Fort Belvoir 
where we understand the tonnage generated does not merit such installation and 
that, although we have been promised that the baling press which had been ordered 
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has been canceled, our dealers report, from conversations with salvage personnel 
at the depot, that its shipment is expected any day. 

2. At the naval station at McAlester, Okla., we received a report just yesterday 
that a new Dempster 275 baling press is now on order for that station. 

3. At the Norfolk Naval Shipyard at Portsmouth three shears were received 
last week, and at the Norfolk Naval Base Scrap Yard another large shear was 
just received. 

These installations continue in spite of the fact that on an August 20 bid at the 
Portsmouth (Va.) yard on catalogue B-29-54 the Navy sold 400 tons of prepared 
No. 1 and No. 2 steel at $31.31 per gross ton. The unprepared steel sold at the 
same time brought $30.86 per gross ton. As our brief investigation indicated, 
the cost for preparing the steel to get this additional 45 cents per ton is at least 
$8 per gross ton and probably $10 to $12 per gross ton if al! costs are considered. 

May we suggest that after this equipment is installed it may be too late to 
prevent this uneconomic expenditure of Government funds. Don’t you think it 
would be well to stop the purchase and installation of serap processing equipment 
pending the establishment and review of the governing criteria? 

Sincerely vours, 
Epwin C. Barrinaer, 
Executive Vive President. 

We have been in discussion with the agencies of the Department of 

Defense, the Army, the Navy, and the Air Force, prior to that time 

reviewing these operations, and have always been assured they were 

not going to expand these operations; they were going to curtail 

those that were unwarranted. 

As I say, we therefore took them at their assurance, and did not 
appear before you gentlemen prior to this time. However, we 
found alarming evidences of waste, unnecessary expansion of govern- 
mental competition with the private scrap industry. 
Mr. Scrivner. What waste and what competition? 


DISCONTINUANCE OF GOVERNMENT SCRAP PROCESSING INSTALLATIONS 


Mr. Karz. Let me say in answer to your question that 17 scrap 
processing installations have been discontinued by the Department 
of Defense in the past year; 10 in the Army, 4 in the Navy, and 3 by 
the Air Force, as the result of the presentations we made to the 
Harden Subcommittee on Intergovernmental Relations 

(Norre.—See hearings before a subcommittee of the Committee on 
Government Operations, House of Representatives, 83d Cong., Ist 
sess., pp. 429-439 and appendix 67, pp. 967-979.) 

Mr. WiceLeswortH. Do you mean within the calendar year 1953? 

Mr. Karz. Within the calendar year 1953, yes. On the basis of 
a presentation we made, which I will be glad to furnish for the record, 
we showed the operating costs of these installations as compared to 
the return received, and upon that basis the Department, at the 
request of the subcommittee, chairmaned by Hon. Cecil M. Harden, 
initiated the survey, and as | say, discontinued 17 of these processing 
installations. 

Mr. Wiaaitesworts. How many remain? 

Mr. Karz. I do not know, sir, the Army, the Navy and the Air 
Force themselves did not know how many installations they had, or 
what equipment they had, or what tonnage they had, yet they kept 
on buying new equipment and opening up new processing installations 
prior to any consideration of the cost, or the return. That is a matter 
of record, as I will show. (Supra ¢ 1030.) 

There were 61 reported to the Harden Subcommittee of the House 
on Intergovernmental Relations. They have discontinued 17. 
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That left 44. Of that number, they have 11 under review at this 
time with “justification doubtful” by their own preliminary diagnosis, 
and yet they have revised their first estimate and included two more 
installations in correspondence with the Harden subcommittee, and 
we know for a fact they have not included some operations which they 
now have. 

For instance, at the Washington Navy Yard they have scrap pro- 
cessing facilities and equipment and that was not included in the 
original report, and the same thing is true in other instances. So | 
would assume it is about 50, but exactly I can not say. 

If I may take a moment, sir, the processing facilities that we are 
talking about are scrap metal bailing presses. You can see a picture 
of them here (indicating). It is a piece of equipment costing $25,000 
or $20,000 for a small model, to several hundred thousand for the 
largest sized models used mostly in the scrap industry. 

Mr. WiaeLeswortu. You are talking about iron and steel? 

Mr. Karz. Yes, sir; ferrous scrap. There is a division in the trade 
between ferrous and nonferrous scrap. 

The other pieces of central processing equipment are the alligator 
shears, so-called, because the lower jaw is stationary. It can take a 
side of a battleship plate and shear it up into a size which can be con- 
sumed readily in the steel-making furnace. 

In addition, there is the erent necessary to the operation of 
these two key items which would be the oxygen and acetylene torches 


and the giant overhead cranes, or the crawler cranes. 
The giant overhead cranes run to $300,000, plus the 64-inch magnet 
to lift the scrap, and the crawler crane would be about $30,000. 


That is the kind of an installation that we are talking about. 
When we pay $25,000 or $30,000 for a small size press, that press 
usually has to be installed and housed, and that is about a $2,000 
to $10,000 cost in addition. So, on the basis of preliminary recom- 
mendations which were presented to the Department of Defense, 
and the good work your fellow committee in the House did in 
looking into this after the bill had been passed the first time and the 
appropriations made available, the Department of Defense dis- 
continued 17 of those operations. 

Does that answer your question? 

The Department concluded that they were unnecessary. 

Mr. Scrivner. They are out of the picture. What is the rest of 
your story? 

Mr. Karz. The appropriation bill has passed the House and has 
gone to the Senate, and because we saw evidences of further waste 
and costly operations to the Government, we had an opportunity to 
make a presentation to the Senate Appropriations Committee, and in 
the Senate Appropriations Committee report—and of course that 
committee met with you gentlemen in the conference committee— 
the recommendation was put in that— 
the agencies of the Department of Defense should avoid going into scrap opera- 
tions in competition with such private businesses and exert every possible effort 
to dispose of scrap and salvage material through scrap and salvage dealers and 
avoid the costs associated with accumulating and processing of such material. 
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PERCENT OF TOTAL SCRAP OPERATIONS BY GOVERNMENT 


Mr. Suepparp. Using the figure of 100 percent as a hypothetical 
figure to talk about, and assuming that the military produces 100 
percent in scrap material, medium type, what percentage of the total 
190 percent would you estimate the Federal Government is processing 
at a a as compared to the percentage that is going to the scrap 
market! 

Mr. Karz. Ido not know. The figures were reported to the House 
Subcommittee on Intergovernmental Operations and are contained in 
this report that I have, and I have not had an opportunity to total 
them. I will do so and make that information available to the 
committee. 

I would estimate, according to the tonnage generated and sold as 
prepared and unprepared, it is about—well, I would hesitate to say. 
My impression is that it is about half, for the fiscal year 1953 in the 
report. ‘That activity has been expanded in the fiscal year 1954 and 
at an increasing loss to the Government, which figures will substantiate, 
so I will estimate it is at least that amount. I do not know exactly. 

Mr. SuepparD. Do you have any source that you can go to and 
establish for the sake cf the record at this point what the total tonnage 
may be that is involved, and out of that total tonnage what percentage 
is being processed by the Government? 

Mr. Karz. I would say on the basis of just glancing through the 
figures contained in the Department of Defense’s report, that for the 
fiscal year 1953 it was about 40 percent. But that is just from glanc- 
ing through some of the pages. 

Mr. SHepparD. What do you mean by 40 percent? 

Mr. Karz. 40 percent of the Department of Defense’s generation 
of scrap is processed by them. I would estimate for the fiscal year 
1954 that percentage is at least 60 percent, but please understand it is 
an estimate. We will try to furnish that information for the com- 
mittee. 

tp What do you think now that they have cut out 17 
plants? 

Mr. Karz. It was not until the end of the calendar year 1953 that 
they discontinued those operations, because prior to that time they 
did not know how many operations they had; what tonnage was 
generated, or what equipment was used. That is a part of the public 
testimony by the Department. 

I would say, if I may, a compilation of the compressing capacity, 
the equipment, now owned by the Department of Defense far exceeds 
the total tonnage generated by their agencies. 

Mr. Forp. Even with the ones discontinued? 

Mr. Karz. Yes. That is why, we say they are wasteful operations. 
In one instance where they discontinued operations, they could only 
operate a bailing press 5 days out of the year for the tonnage generated. 
I have some other examples where they claimed savings that we can 
go into at your leisure. 


OF LIVE AMMUNITION 


DEMILITARIZATION 


Mr. Forp. In the second numbered paragraph in this prepared 
statement you mention that the industry does not challenge the need 
for demilitarization of live ammunition, or security requirements. 
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Then you go on and say that the industry can and is willing to 
handle that despite that particular problem. 

Mr. Karz. May I clarify? Can, is willing, and has, handled de- 
militarization of regular equipment like tanks, battleships or guns. 
As a matter of fact, I talked with a major who said that he had re- 
ceived bids for contracts for demilitarizing live ammunition. We 
have no quarrel with the demilitarization of live ammunition. Where 
we have a quarrel is with the excuse of demilitarization being extended 
to a tank scrapping operation on obsolete tanks, cutting the tank up 
to the specification of 5 feet and under when all that would be required 
by their own directive to demilitarize the tank would be to make a 
slit in the gun barrel, disconnect part of the turret, and cut off the 
tread or so that the tank could not be used as a tank. 

Mr. Forp. The argument then concerns the limits of this live 
ammunition problem? 

Mr. Karz. Well, the argument is to the use of the demilitarization 
argument to try and justify a scrapping process that is performed by 
commercial and industrial activities. 

Mr. Forp. What percentage of the scrap generated by the Depart- 
ment of Defense would fall within this restricted interpretation of the 
live ammunition problem? 

Mr. Karz. Live ammunition, I imagine, would be about 1 percent 
of their total. It is a very small percentage of material available for 
scrap. The big items they have for scrapping are the kinds of things 
that are generated by the military—obsolete tanks or equipment. 
For instance, scrapping ammunition cans, which are nothing more 
than a steel container has been attempted to be justified by the 
military on the basis of the necessity for demilitarization. 

Now, by the wildest stretch of the imaganation, I do not see how 
you could justify it on a security basis, but even so, dealers have 
performed under scrap warranties and demilitarized these things so 
that they could not be used for ammunition cans. 

Men in this room have disassembled tanks and guns and scrapped 
them according to the requirements of the Government, and never 
have we had a single complaint on the performance of the industry 
in that respect. 

Mr. Forp. How about the live ammunition? 

Mr. Karz. We do not contest that, but that is only 1 percent. 
But the argument of demilitarization which we agree may be applicable 
to live ammunition—we do not contest that—has been used to extend 
it to a broader scrapping base, which is the normal industrial type of 
activity. The argument is simple. 

We build tanks under security requirements through private in- 
dustry. After the tanks are obsolete, and with a dealer willing to 
come in to the base and under their supervision complete demilitariza- 
tion so that the tank can never be used as a tank, that argument 
cannot be used to try to justify the cutting up of the tank to 5 feet 
and under and to complete the demolition of it. 

There is the use of processing equipment on a military base in 
competition with private industry—private industry that has the men, 
the equipment, the know-how, the idle facilities to do the job, and 
they have done it as a matter of public record. 

Mr. Forp. Has there been any trend, one way or the other, as to 
the extension of this doctrine? 
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Mr. Karz. In answer to that question, I think the trend has been 
reversed. The reason that we a to appear here today is that we 
have evidence from the Army at Alabama and the Navy at Norfolk 
that the demilitarization argument has been extended. In several 
instances they say demilitarization is necessary. It is not an opera- 
tion that entails live ammunition. 

Mr. Miter. Do I understand that in some of these cases that you 
refer to the reason for having the processing by government-owned 
operations is because of the material’s military characteristics and not 
because of the economic advantage in doing it? 

Mr. Katz. Yes. And the military quality has been extended to 
obsolete tanks, for instance. 

Mr. Mitter. And certain military representatives claim they have 
to do this to demilitarize something dey admit you can do more 
economically if it were not because of the military characteristics? 

Mr. Karz. They have admitted in certain instances. I do not think 
that it would be fair to say that they admitted it all the way, but in 
instances they have objected. 

For instance, the operation of a bailing press at one Government 
installation was attempted on the basis of the need for demilitarizing 
weapons such as bayonets, light guns, and things of that kind. 

Now, we maintain that a bayonet can have the tip of it, if necessary, 
cut off with a torch, and it does not mean that the installation has to 
bail it. It can be sheared in half and be made useless, or the dealer 
can bale it. 

Dealers have performed on scrap warranty without any objection 
ever being registered by any agency of the Department of Defense 
with the industry, yet they say now that they have this equipment 
and they are trying to justify its use. They should not have bought 
it in the first place because there is plenty of equipment around. 

Mr. Scrivner. They have it. What do you propose that the Gov- 
ernment do with it, scrap it? Would industry want to buy it and 
take it off their hands? Does industry have enough equipment? 

Mr. Karz. Industry, faced with operating costs, always has to 
seek new equipment. That is one of the things that has helped our 
country grow strong. I think that the industry could absorb the 
equipment that the Department has. But we will abide by your 
decision on disposal. : 

Mr. Scrivner. And, then, has industry ever thought about possibly 
making their offers to Uncle Sam for scrap attractive enough to where 
Uncle Sem would not go into the business? If you had done it in the 
first place, perhaps the military never would have gone into the 
business. 

Mr. Karz. We have. You have hit on the crux of the matter. The 
expansion of these activities came during the shortage of scrap in 
1951 and 1952. There was an $8 spread between prepared and 
unprepared scrap on say a $40 base at Pittsburgh on baling. It was $6 
on heavy melting scrap. 

I have a statement from a naval officer that I would like to give for 
the record. He said that the scrap dealers make $8 on scrap because 
we are receiving $8 less for unprepared material, and therefore we 
should try to prepare it ourselves so that we can make $8 more for the 
Government. That statement, sir, underlies the fallacious concept, 
or the inability to grasp the difference betweea a gross margin and a net 
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return, because that $8 spread was allowed dealers to process scrap in 
a hurry, and was to allow for the cost of processing, costs which are a 
matter of public record filed with the Office of Price Stabilization and 
other Government agencies, But we have proven, and will show this 
committee, that the cost to the Government to process scrap is much 
in excess of that amount. 

Mr. Scrivner. Why? 


NAVAL OPERATIONS AT MECHANICSBURG, PA, 


Mr. Karz. Because they do not have the tonnage, primarily. At 
Mechanicsburg the United States Naval Supply Depot tried to justify 
a baling operation of a press for 280 tons of light scrap. That is a 
small sized press. With the size press they have that means they can 
operate that press about 1 month out of the year. 

Mr. Smith, who operates a yard just outside the District of Colum- 
bia, and who served as a War Production Board expert consultant on 
scrap, can tell you that he can bale 280 tons of scrap in his press, which 
is a large press, and do it in less than 3 days’ time. 

Now, obviously, sir; if a man has a piece of equipment that can bale 
that material in 3 days’ time, and if it would take a military installation 
a month to bale that scrap, the per ton cost on that scrap for the smaller 
operation is going to be more. There is a break-even point. It is just 
a matter of simple economics. If you have tonnage and use your 
machine all the time, the per unit cost is lower. We filed with the 
Senate committee and the Harden subcommittee a break-even chart, 
which showed the tonnage for the equipment could not justify—assum- 
ing those factors alone—the use of that equipment. And the fact that 
they themselves admit they do not operate even a fraction of the time 
indicates their costs would be higher. 

Let me enlarge on the matter of costs at Mechanicsburg. The 
Department of Defense instructed they would deduct the market value 
they received for scrap that had been baled or processed, they would 
deduct the value of scrap unprepared. Now, during 8 months of the 
fiscal year 1953, that margin was $8 under Government regulations. 
Mechanicsburg, on the scrap they sold, received as many as 15 bids 
because scrap was scarce. There was an assured market, and dealers 
got bids all the time for their scrap. But they did not offer for sale 
their unprepared scrap contrary to directives. They went ahead and 
baled it themselves. They claim here in this report to the Harden 
committee that they received only $3.79 per ton bid for material which 
they sold for $37.90 per ton. They asked Congress to accept the fact 
businessmen who were allowed a $8 spread would not bid beyond a 
$34 spread in a period of peak demand. A bid awarded at the Army 
Ordnance Depot at sade New Cumberland, Pa., brought $21.29 
per short ton for similar unprepared light baling scrap. The Navy 
claims it could only have gotten $3.79. We state unequivocally they 
did not offer the material for sale and the $3.79 figure is fictitious, so the 
Navy on that basis of assuming a $3.79 figure comes up with a $10 
a ton profit, but if they had taken what they could have gotten from 
dealers for the unprepared material, and if they add to that their cost 
of preparation which they themselves admit is $24 a ton, the net 
loss to the Government is $41 (corrected by Mr. Katz to $16) a ton, 
not a net gain of $10 a ton. It is a matter of simple economics. It 
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does not require a press operator to know if you can only operate a 
piece of equipment 30 days out of the year that you cannot make it pay. 
Mr. Forp. That would probably be true in private industry. You 
do not have the same picture here. 
Mr. Karz. Here are the Navy cost figures, and I will supply copies 
of this for the record. 


(The matter referred to follows:) 


U.S. Navat Suprry Depot, Pa. 


Statement of costs of processing ferrous scrap for year ending June 30, 1953 


Processing operations 


Heavy Baled 


Total 
Scrap, } scrap, tal, 
3,623.05 | 280.37 3,903.42 

gross | gross gross 


tons tons 


EVALUATION SUMMARY 


| 

} 
Income from ferrous scrap processed $136, 983.62 | $10,618.67 | $147,602. 29 
Deduct market value before processing................._.__.-- 119, 479. 22 1, 061, 86 120, 541. 08 
Income earned from processing operations_...._______- 17, 504. 40 9, 556. 81 | 97,061. 21 
Less cost of processing operations: 
Labor and other expenses per details below. .........___- 10, 787. 08 5, 980.15 16, 767. 23 
Depreciation, baler 684. 50 684. 50 
Depreciation, other equipment_...._._..-_._-.-...__-.___-- 355. 20 88. 80 444. 00 
Total costs of processing operations______ =e 11,142.28} 6,753.45 17, 895. 73 
Net income (or loss) from operations_-___.__-___- aide 6, 362. 12 | 2, 803.36 | 9, 165. 48 


COSTS OF LABOR AND OTHER EXPENSES 


Direct labor: 


TE 770. 70 3, 853. 53 
| 2,312.00 | 578. 00 2, 890. 00 
Indirect expenses: | | 

Supervision and other employee services. ______________-- 2, 520. 00 630. 00 | 3, 150. 00 
Leave and other 2, 040. 00 | 510. 00 | 2, 550. 00 
Utility services... ................- 634. 88 158. 72 793. 60 
Equipment maintenance and repairs___ 66. 40 | 266. 60 333. 00 
Haulage services._......._........... sed None | None None 
Interest on equipment investment_____- --| 111.00 | 171.13 282. 13 
Applied administrative support of field None | None | None 

10, 787. 08 | 5, 980.15 | 16, 767. 23 


Note.—Prior to June 30, 1943, baler equipment still in use was acquired at the approximate cost of $_____- 
and, other equipment still in use (in scrap processing operations) was acquired at an approximate cost of 
Santi Reference may be made to DD-S&L-(OT) 236. Not applicable. Equipment installed after 

une 30, 1943. 


At the United States Naval Supply Depot at Mechanicsburg, Pa., the Navy 
received $39.92 per ton for 280 tons of processed, baled light scrap. It lists an 
assumed unprepared value of $3.79 per ton. The Government records show that 
for 8 months during OPS ceiling price controls dealers consistently bid the maxi- 
mum limit for unprepared and on other operations they showed a spread between 
geopaged and unprepared of $8, not $34. A bid awarded at the Army Ordnance 

epot at nearby New Cumberland, Pa. (bid No. 36—-028—S-53-8) brought $21.29 
for similar unprepared light baling scrap. While we think a figure of $29 per ton 
would be a more accurate gage of the market value before processing as borne out 
by actual sales, we will take the actual value of the unprepared scrap at $21. 
Since $21 could have been received for the scrap without processing costs and the 
processing costs were admittedly $24 per ton (even though we think they are 
incomplete) the gross loss to the Government would be $45 per ton for the naval 
processing operations indulged in at Mechanicsburg and deducting the assumed 
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$4 per ton value allowed in the cost accounting (?) of the Navy. The net loss 

to the Government on the basis of their own accounting with only the base figure 

of market value corrected to actual experience shows a $41! per ton net loss to 

~ Government for the necessary processing, baling its scrap at Mechanicsburg, 
a. 

On their own costs, which we claim are incomplete, their own costs 
of baling are $24 a ton. 

Mr. Forp. What does it cost private industry? 

Mr. Karz. Between $6 and $8 a ton, and some dealers $5 a ton 
on normal operations, on about 60 percent of capacity. 

I do not want to answer that question for you. We have ex- 

erienced men from the industry that can give you the answer. 
hat is a matter of public record. That is what is filed with the 
Office of Price Stabilization. 

Mr. Scrivner. How can private industry do it so much cheaper 
than the Navy? 

Mr. Karz. As I just explained, you have some loose scrap. You 
have to pick that scrap up with a magnet, or by hand. We must 
assume that the Army did it by hand because they have no charge in 
here in their figures for a magnet and a grapple, although those are 
used at their base. You dump the load of loose scrap into the baler. 
If the baler operates on a 20-second cycle instead of a 2- or 3-minute 
cycle, your time of processing is less. If you can run through four 
or five thousand tons a month instead of 200 tons a year, your per 
unit cost is going to be less and your allocation of overhead spread 


1 Net loss figure corrected to $16 per ton by letter from Mr. Katz on April 2 as follows: 


InstiTUTE OF ScRAP IRON & STEEL, INC., 
NATIONAL HEADQUARTERS, 
Washington, D. C., April 2, 1954. 
ARMED SERVICES SUBCOMMITTEE OF THE HOUSE APPROPRIATIONS COMMITTEE, 
Washington, D. C. 
GENTLEMEN: To correct an error of degree I made yesterday, April 1, on an important point, the baling 
ration of the United States Naval Supply Depot at Mechanicsburg, Pa., claimed a $10 per ton saving to 
Government which actually resulted in at least a $16 per ton direct loss to the Government. 

Please note that the Navy’s admitted processing cost is $24 per ton, or 3 times the private industry proces- 
sing cost of $7 to $8 per ton. The $41 per ton loss which I cited to the committee is not a direct loss and I 
apologize for the error. The calculations below will clarify the point. 

The Navy allowed a market value of $3.79 for the unprepared scrap when the market value was actually 
$29.86 per ton on the basis of actual bid and purchase by the industry for that period (bid No. 36-028-S-53-4 
at the Army depot at nearby New Cumberland, Pa., which is in the same scrap market). 

While the $16 _ ton direct loss to the Government is not as shocking as the $41 per ton loss, it is sub- 


stantial, proves principle involved, and the alleged saving of $10 per ton is nonetheless 
Respectfully yours, 
B. Z. Katz, 
Assistant to the Executive Vice 
Navy’s 
figures with 
Attempted justification of Navy’s baling at Mechanicsburg Per ton corrected 
market value 
(per ton) 
Price received after processing $38 $38 
Market value before processing. 4 30 


* Direct loss. 
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out on that equipment and that is why we say the Government 
will get a grater return if they dispose of the scrap unprepared. 

Now, there is no great magic to the operational know-how of 
shearing, Whether you can separate scrap out to get its best classifica- 
tion value, whether you have sale for material that is usable, that is 
all taken into account when the dealer bids. It is simply a question 
of the volume of operation on the given equipment as far as the cost 
for operating the equipment goes. That is what underlies the falla- 
ciousness of the Navy’s claim, and they attempted to justify this 
savings of $10 a ton through the operations at Mechanicsburg when 
actual experience proves their net loss was at least $41 ($16) a ton. 

Mr. Forp. The proposed language submitted at the end of your 
statement, as I read it, would preclude the acquisition, construction, 
or operation of any and all scrap-processing facilities? 

Mr. Karz. Yes. Please understand that would not interfere with 
the necessity for demilitarizing a tank prior to its sale. It would not 
interfere with the demilitarization of live ammunition. It would not 
interfere with the accumulation and the sale of that scrap so that 
the money could be returned to the Treasury. 

Mr. Forp. That was the point that I was coming to. In other 
words, I can certainly see your point. I am sympathetic with the 
argument that the services should not acquire additional equipment, 
for example, the 11 baling presses and the 8 shearers that you men- 
tioned earlier in your statement. But as I understood your initial 
comments, you did not object to this small percentage of their opera- 
tion involving live ammunition? 

Mr. Karz. That is correct. We have talked to them about the 
language that we have submitted. The processing of scrap means the 
baling, the shearing, and the torching. We specifically avoided the 
use of demilitarization. If you demilitarize that is not processing. 


SCRAP WARRANTY 


Mr. Suepparp. There is an aspect in this that has not been ap- 
proached. I know nothing about the scrap business, so if my ques- 
tions sound out of line, so to speak, I hope you will pardon me. 

There has been considerable complaint, or there was, not about . 
scrap as scrap, but the fact that in the scrap there were many recov- 
erable mechanical parts that were going back to the parts market, 
and those in the parts business were very resentful about it. I am 
speaking in the past tense now. Would it be acceptable and in 
accordance with the proposal that you have made here in the language 
change under the terminology of demilitarization that there be added 
language, for example, that the parts mechanically speaking, would 
be so destroyed that they would not interrupt the flow of the normal 
parts business? 

Mr. Karz. Sir, as a matter of fact, that is implemented by a 
directive now carried out by the Department of Defense. For in- 
stance, a dealer last week bought some magazine loaders which could 
be used in a commercial adaptation. It is a little mechanism that 
lifts up to load the ammunition. It is a hoist kind of thing and could 
be used on a ramp basis. 
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Now, if the Government puts out a scrap warranty on the sale of 
parts; if they want to make sure that the material is scrapped and 
not sold as parts for the protection of the other industry, we have no 
quarrel with that. They request that the dealer sign a scrap warranty, 
or put the scrap warranty clause in the bid, and before the man can 
remove the scrap he has to go in with a sledge hammer and smash the 
gears so that the thing is inoperative. They signed the warranty 
that the materials would be scrapped. If you gentlemen feel it is 
necessary in the law, we have no objection. That is a matter that is 
already administratively implemented. 

Mr. Sueprarp. It was a question that I was trying to resolve with 
you in the industry. 

Mr: Karz. Economically speaking, if the thing can be used as 
surplus it may bring greater value than if it is only for scrapping, so 
that would be a determination that the department, or your group, 
or some other committee should decide—whether you want it sold for 
surplus or for scrap. My only comment is if the Government wants 
it scrapped, the Government has a standard scrap warranty clause 
which has not been abused by our industry. We have had no single 
complaint from any agency of the Department of Defense. 

After the war there was a lot of material sold. People came in and 
got it and did not sign scrap warranties, and perhaps some equipment 
was sold to industry, but if you want to have a scrap-warranty clause 
in there, we have no objection. 

Mr. Suepparp. What effect would that clause have on the scrap 
market? 

Mr. Karz. I do not think it would have too much effect. The 
big factor in the scrap market is the demand of the mills and foundries 
for scrap. If they are making steel, and if the foundries are making 
castings, there is a demand for scrap. If they are not, there is very 
little other demand. We are not worried about flooding the supply 
if they have to perform under the scrap warranties. We are perfectly 
willing to abide by whatever you gentlemen, or the appropriate 
committee, decides is in the interest of the Government. 

Mr. Suepparp. That could be an influencing factor on the per ton 
aspect. 

. Mr. Karz. That is true, but I speak for the industry, and that is 

no matter of concern to us because it happens in private industry 
every day. A company which has some old stamping presses, for 
instance, may sell them to the scrap dealer with the specification that 
they be scrapped. They will sign a warranty. They have no concern 
about that. We think the Government would probably net more 
money if the scrap warranty was not used, where it was not necessary. 

Mr. Sueprarp. That is all. 


NAVY OPERATING COSTS AT MECHANICSBURG 


Mr. Scrivner. In your statement relating to the naval supply depot 
at Mechanicsburg you refer to the fact that the processing costs were 
admittedly $24 per ton, even though you thought they were incom- 
plete, and then a few lines below you refer to the assumed $4 a ton 
allowed in the cost accounting of the Navy. 
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I cannot believe that the Navy’s cost accounting is so poor as to 
reflect a difference, the difference between $24 a ton and $4 a ton. 

Mr. Karz. Here [passing] is a document furnished by the Navy to 
the Department of Defense, forwarded by it to the Harden subcom- 
mittee. The central column there lists processed baled scrap, 280.37 
tons. The figure on line 3 there of $1,061.86 breaks down there to 
$3.79 per ton. I asked dealers in that area if they ever had an oppor- 
tunity to bid on unprepared light scrap and they said they had not; 
that they had requested an opportunity to bid on it but had not been 
allowed, and therefore I say it is an assumed figure, to give the Navy 
the benefit of the doubt. I doubt that they cannot produce records, 
or at least our members in the area who have bid consistently on other 
scrap material there and who have bid, as indicated in the reference 
there, at least specifically $21. I know of another instance where they 
bid $28 for unprepared scrap at an Army base right nearby there, and 
I say ‘‘assumed”’ because I did not really want to say what I thought 
of the figure. 

Mr. Scrivner. They set out in this exhibit that you have given 
me—— 

Mr. Karz. Which I have furnished for the committee. 

Mr. Scrivner. Processing ferrous scrap for the year ended June 
30, 1953, and they account for all the labor and indirect cost, including 
the depreciation of the baler equipment. 

Mr. Katz. That is how we get the $24 a ton. You will see that 
totals up to some $6,000, and if you take 280 tons and divide it into 
that amount you will find that it comes out to $24.11. Those are the 
Navy cost figures that they submitted in an attempt to justify that 
operation on the basis of savings to the Government. They admit 
it cost them $24 a ton to bale. The industry’s experience is that it 
cost $5 or $6 or $8 to bale, if you consider the whole cost of operation. 
The only way they could show any kind of profit to justify the opera- 
tion is to assume a market value which there is public evidence of as 
not being accurate. 

Mr. Suepparp. It would certainly be stupid for the military, or 
even for this committee, to acquiesce in a procedure that you are 
operating in where the services are operating at a loss of some $30 or 
$40 per ton, if the market would pay a reasonable figure for the ton- 
~— that would be disposed of without any processing whatsoever. 

Mr. Karz. That is the crux of the whole matter. I have with me 
a copy of the Office of Price Stabilization ceiling price regulation No. 
5. Ihave copies for the record. It isa public document promulgated 
by a Government agency, and the allowable spread to cover the cost 
ob baling is listed at $8 a ton for unprepared sheet metal and $6 a 
ton for heavy scrap. That was based on actual statements of costs 
filed by the industry after conferences with the industry. You know 
how the regulations are made. It reflects an accurate cost of baling. 
This document was in effect until February 13, 1953. So for 8 
months of the fiscal year 1953 the public records show, the Navy’s 
own records show, in the other installations that their spread was 
normally $8 between prepared and unprepared, and yet Mechanics- 
burg tried to claim a spread of $34 between prepared and unprepared 
in order to justify their operation. In no conceivable instance could 
it have been that amount. 
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Mr. SHepparp. Taking into consideration the cost factors from the 
private industry point of view that you have referred to, it would 
seem to me there is an apparent hiatus in here of a misconception of 
dollars. If the industry can take a ton of scrap and hypothetically 
process it for let us say $12——— 

Perna: Katz. We have actually done it for $5 and have records to 
ow it. 

Mr. Sueprarp. And the Navy is doing it for $20, then private 
industry obviously should be able to pay more for its scrap. 

Mr. Karz. They did pay more for its scrap, and do pay more. 
The difference between prepared and unprepared, if you total the 
total tonnage—and I have other examples at other installations—is 
a difference of $8 or $6 or $4, and after OPS and free competition 
came into play, I saw a bid where there was a difference of 45 cents 
between prepared and unprepared, because there was a dealer right 
close by who had use of the material on a foundry grade. Con- 
sistently the spread between prepared and unprepared is $2, $4, $6 
and $8 at most. As a matter of fact, the $8 in the OPS schedule was 
in a peak demand and it has been narrowed by competition. That 
was for the fiscal year 1953. 

In the fiscal year 1954 the situation is even worse, because the 
price of scrap dropped, which means the allocable spread for these 
costs has been narrowed as far as the Government is concerned, and 
the competition and the idle facilities of private industry, which have 
been expanded, forced the bid up for the unprepared material. 

The Government has records to show instances where private 
industry has bid even more for unprocessed scrap than they have for 
processed scrap. 

Mr. Sueprarp. You do not have to tell me, and the fact that 
povents industry can process in volume operation at a less cost factor, 

ut what has to be brought out is what is it going to mean to the tax- 
payer when there is this transition of civilian industry taking over 
what is being done by the military? 

Mr. Karz. It will mean an immediate direct increased revenue for 
their unprepared material because of less preparation cost. It will 
mean an immediate increase in direct return because the cost of the 
military, which is excessive, will not be incurred. It will mean a 
further increment due to the fact that our industry pays taxes on 
its operations while the military can conveniently ignore taxes in 
their operation. 

Mr. Suurparp. You pay taxes upon your business operations, 
meaning by that your installations. But the personal tax is offset. 

Mr. Karz. We have annual sales in excess of $1 billion. Even 
assuming a net profit taxable base of 1 percent, or rather one-tenth 
of 1 percent, it would run into $100 million or $10 million to the 
Government that industry pays. 

I think that we can prove without any doubt to this committee, or 
anyone who will look at the figures with a critical and open eye, that 
the Government operations do not pay for themselves when all costs 
are considered. 
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DEPARTMENT OF DEFENSE DECISION OF SCRAP OPERATIONS 


tion to Under Secretary Thomas? 
Mr. Karz. Yes. 


Mr. Karz. Yes. 
Mr. Scrivner. What decision has he made? 


ing activities, 
Mr. Forp. What was the date of that? 


Mr. Scrivner. Whose statement was that? 


Army, the Navy, and the Air Force. 


in this matter that we are talking about? 
Mr. Karz. As of March 11. 
Mr. Scrivner. What did he decide? 


isolation. 


same as this committee. 


of the operations that they are trying to keep. 


decision on policy. 


OPERATIONS BY NAVY 


reviewing these operations. 
I will file the entire statement. 
(The statement referred to is as follows:) 


Mr. Scrivner. Let me ask you one question: Have you, as the 
nonferrous scrap representative, discussed this, or made any presenta- 


Mr. ScrivNer. What was his decision? Has he made any decision? 


Mr. Karz. The Secretary issued instructions to the Secretaries of 
the Army, the Navy, and the Air Force, to review their scrap process- 


Mr. Karz. October 15, 1953. He stated at that time a preliminary 
study indicated that most of these operations could not be justified. 


Mr. Katz. Mr. Thomas’ statement in his instructions to the 


Mr. Scrivner. That was in October. Has he made any decision 


Mr. Karz. He came back and reported on the basis of that study 
they had discontinued 17 of their operations; that they have 11 more 
under justification doubtful, and that he submitted to the committee, 
so I assume he forwarded the justification that the remaining number 
can be maintained on the basis of demilitarization or savings or 


Mr. Scrivner. That is his job to study facts and to make the 
decision. He is a practical experienced businessman. He is strongly 
in favor of private enterprise against Government operations, the 


Mr. Karz. I am sure that Mr. Thomas is. What I am trying to 
point out to the committee is, certainly he has taken steps in the 
right direction, and as a matter of fact, sir, Mr. Thomas has evidenced 
that these alleged cost savings are not acceptable because he reissued 
a directive, 4100.16, on the 11th of March requiring a reaccounting 


Mr. Scrivner. You are getting results that you have been after 
through the administration, which really has the job of making the 


Mr. Karz. That is true. I would like to offer for the record a 
statement made by a naval officer in reference to these operations. 
He said that, $1,500,000 to $2 million had reverted to the Treasur 
was lost to the Navy in its use, so they decided that they could possib 
use the $1,500,000 or $2 million which the Bureau of Ordnance did 
not want for buying equipment for scrap yards. That is from a 
naval officer in the Office of Naval Material who is responsible for 
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SuprpLeMENTARY INFORMATION FiLep By B. Z. Karz, Assistant To THE Exncr- 
tive Vick PRESIDENT OF THE INSTITUTE OF Scrap IRON AND SrEeeL 


To accurately determine the cost and return to the Government from its scrap 
and salvage operations it is necessary to take the operation as a whole and then 
make the cost allocations and breakdown. Fyrom information presented by an 
officer of the Norfolk Supply Center Disposal Division at Norfolk, Va., at the 
beginning of fiscal year 1953, cash sales of surplus scrap material in 1951 were 
quoted at $382,000 valuation on reissues. To achieve this operation there were 
a total of 76 civilian laborers, 1 quarter man, 2 leading men, and 3 Navy chiefs. 
Assuming even a very low-pay seale allowance, the cost of salaries seemingly 
exceeds the reccipts from sales. Since brig personnel from the Retraining Com- 
mand are used for lumber reclamation, ovly the scrap and reissue operations can 
be considered. The equipment and buildings, the land, the other overhead items 
obvicusly far exceeds the value of reissue and raises the question of whether or not 
it would not be much less expensive to buy whatever equipment is required. This 
does not mean to suggest that there not be a screening and attempt to reissue 
prior to disposal, but underlines the bureaucratic growth of a simple housckeeping 
function. The costs of the accumulation and storage, the utility and maintenance 
factor, to say nothing of the additional cost of naval personnel in time and super- 
vision, and with the equipment costs would far outweigh the return from these 
operations which can be performed more efficiently by private industry and net 
the Government a greater return. 

It is because such operations as these are maintained through the use of the 
funds authorized in this section that their severe curtailment might be merited in 
the interest of economy, and may we suggest, since the use of these funds does not 
not require justification as other appropriated funds, that detailed breakdown 
reports might be required by this committee or the Bureau of the Budget on a 
regular basis if these operations are attempted to be justified and continued. 

An example of the attitude of the services in the use of funds is a statement by 
a staff officer of the Office of Naval Materiel who referred to the use of these 
revolving funds as follows: 

“Last vear, I have forgotten the exact figure that was given the Bureau of 
Ordnance, but thev didn’t expend it, the total amount, and I think approximately 
1% or 2 million dollars reverted back to the Treasury—lost to the Navy and its use. 
So we have decided that possibly we can use this 1% or 2 million dollars, which the 
Bureau of Ordnance doesn’t want in buying equipment for the (Navy) scrap yards.” 
[Italic supplied.]}! 


Mr. Karz. Elsewhere he says that it does not make any difference 
if we had adequate competitive facilities in the industry, we ought to 
see if we can use this money. 

Do you think the Navy, or the Army or the Air Force should operate 
scrap presses even if they could show a profit when you have more than 
adequate competitive facilities? 

Mr. Scrivner. Yes, if they can make an adequate return and a 
justifiable return for the taxpayers’ dollars, there is no reason why they 
should not do that. : 

Mr. Karz. Why should not they make automobiles and sell pop- 
corn? 

Mr. Scrivner. They cannot do it and save the taxpayers’ dollars. 
That is a simple plain statement of fact. 

Mr. Forp. Has Mr. Thomas been informed of the acquisition of 
these other pieces of equipment mentioned in your statement? 

Mr. Karz. Yes. There was an Air Force representative testifying 
with Mr. Thomas before the Harden committee at the time, and he 
admitted in two instances they bought presses -that they did not need 
and did not install because they recognized they did not need them, 
and they were going to transfer them to another place to see if they 
could not use them there, although that base has ample private capac- 
ity to service it. 


1 Source: Transcript: Navy Scrap Disposal Seminar at Oakland, Calif., August 5, 1952. 
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Mr. WieGLeswortu. | think that you have presented very clearly 
the case which you desire to present to the committee. You have also 
submitted a specific recommendation for a proviso very similar to 
that which Mr. White of the National Association of Waste Materials 
Dealers gave us. 

Mr. Karz. I would like to furnish for the record the complete 
analysis. 


GENERAL STATEMENT 


Mr. WiceteswortH. Without objection, we will insert your gen- 
eral statement in the record at this point. 
(The statement referred to is as follows:) 


SuMMARY OF PRESENTATION TO THE House APPROPRIATIONS COMMITTEE BY THE 
InstirUTE OF Scrap Iron & Steen, Inc. To UNWARRANTED 
GOVERNMENT CoMPETITION WITH THE PRIVATE SMALL BUSINESSES OF THE 
Scrap INDUSTRY BY THE AGENCIES OF THE DEPARTMENT OF DEFENSE 


1. Flagrant violation of the expressed intent of Congress by the Army, Navy, 
and Air Force to “avoid going into scrap operations in competition with such 
private businesses” and “exert every possible effort to dispose of scrap and sal- 
vage materials through scrap and salvage dealers’ and “avoid costs associated 
ne the accumulation and processing of such materials.” (S. Rept. 601, 83d 

ong.) 

2. Eleven baling presses, 8 shears, and other scrap-processing and handling equip- 
ment have been acquired and installed even negh the Department of Defense 
was in the process of declaring other scrap processing equipment as surplus by 
discontinuing 17 scrap-processing facilities and having another 11 under review 
as justification doubtful. 

jhen the purchase of such equipment was made, the military did not know 
how much of such equipment it had, what the tonnage generated was, the costs, or 
other necessary management data, although it did have overwhelming evidence 
of keen competitive bidding for the unprepared scrap and adequate service from 
private facilities. 

The Government can net a greater return by disposing of its scrap for processing 
by private industry when all costs are considered. Private industry has more 
than adequate competitive facilities, and is operating at only about 30 percent 
capacity. 

he military has attempted to justify certain scrap-processing operations on the 
basis of alleged savings, the need for demilitarization, and isolated stations. 

(1) Few, if any stations within the continental limits of the United States and 
even its Territories do not have nearby private facilities willing and able to render 
scrap disposal service. 

(2) The industry does not challenge the need for demilitarization of live ammu- 
nition or security requirements. However, it can perform demilitarization of 
equipment, weapons, under scrap warranty or according to security needs, If a 
tank can be assembled by private industry meeting security requirements, it can 
certainly be disassembled or scrapped by private industry when it is obsolete. 
Scrap dealers have demonstrated the ability and willingness to do this job, and the 
demolition argument to justify normal serap-processing Operations does not and 
cannot stand investigation. 

(3) The alleged savings on scrap processing operations are fantastic. To cite 
just one example, a baling operation claiming a $10 a ton saving to the Government 
actually resulted in at least a $41 (corrected by Mr. Goetz to $16) per ton loss, 
even on an incomplete accounting of the true costs involved. 

For fiscal 1954 the loss to the Government by engaging in these processing activi- 
ties is even greater, if an accurate accounting were made, due to the return of a 
competitive market, a decreased price, and margin on scrap. 

The cost allocations are inadequate and even the se of Defense, as 
evidenced by its new directive 4100.16, recognizes this. andling equipment such 
as a crane and magnet, and materials for cutting, like oxygen and acetylene, have 
not been properly charged. It should be sufficient to note that the utilization of 
the scrap porcessing equipment for only a fraction of the time would preclude its 
economical operation. 


43960—54——39 
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The Institute of Scrap Iron & Steel, Inc., is ready as always to provide expert 
consultation on any Government scrap disposal problem as a public service. 

To eliminate this unnecessary and wasteful expenditure, the institute recom- 
nends that in order to avoid continued violation of the expressed intent of Con- 
gress, ‘ibe made explicit in the law of the appropriations act itself and that the 
pertinent section (sec. 622 of Public Law 179 of the 83d Cong.) include the fol- 
lowing language: “Provided further, That no part of any appropriation or fund 
contained in this act, and no funds available from other appropriations shal! 
be available for the acquisition, construction, or operation of scrap processing 
acilities. 


Mr. WiaGieswortu. You will receive your remarks for correction, 
and if you feel that you can supplement them briefly to advantage, 
you may feel free to do so. 

(The following supplementary information was furnished for the 
record.) 


InstiruTe oF Scrap Tron & STEEL, INc., 
Washington 6, D. C., April 5, 1954. 
Hon. Ricwarp B. WicGLesworrna, 
Chairman, House Appropriations Committee. 
Armed Services Subcommittee, Washington, D. C. 


Dear Sir: In response to the privilege granted by the committee of filing 
additional information for its consideration of the scrap processing activities of 
the military, protested by the scrap industry, the Institute of Scrap Iron & Steel 
presents the following. 

he attempted justification on the basis of savings of 10 Army and Navy scrap 
processing operations have been analyzed and summarized below. In no instance 
are there “substantial savings to the Government” to justify these operations, and 
in most there is a direct loss that has resulted from the Government scrap process- 
ing activities. The military cost accounting and per-ton figures are so contradic- 
tory in themselves, much less in relationship to the actual industry experience, as to 
make their valve and accuracy questionable to say the least. 

For instance, the Army depot at Anniston, Ala., to bale 1,147 tons of light 
scrap, uses a labor charge of $1.25 per ton. Using the same type press but an older 
model, the Navy depot at Hastings, Nebr., with a larger tonnage of 2,256 (which 
should give a lower per-ton cost) for fiscal 1953 admits a $10 per ton labor charge. 

Neither operation includes allocable costs for the use of the crane or magnet. 
While the operation at Anniston does include a charge for sorting, none is included 
in the charge on the operation at Hastings. The press at| Anniston would be 
operated about one-fourth the time; the press at Hastings about one-half the 
time on a minimum efficiency basis according to indistry experience. The use 
of epproximately 4 men for that tonnage and that size press is about correct, so 
that the $10 a ton labor charge on the double volume operation at Hastings 
would be more nearly accurate than the $1.25 labor cost at Anniston. The labor 
cost.at. Anniston is at least double and probably 3 or 4 times the amount allocated, 
according to industry experience (and the Navy’s experience at Hastings). 

The Hastings, Nebr., Naval Ammunition Depot claims a $4.59 per ton net 
profit on its baling activity but only by assuming an unrcalistic market value for 
the material before processing. If that figure is adjusted to the actual industry 
experience and the market value of the material for fiscal 1953, the processing 
cost—$13.52 per ton—would result in a $5.52 per ton direct loss to the Govern- 
ment for its serap processing operation at Hastings. 

The Navy’s cost per ton for baling varies from $6.75 to $13.52 to $24.09, while 
the Army baling cost varies from $3.48 to $20 per ton. The cost of preparing 
heavy scrap by the military ranges from $1.41 per ton to $9.86 per ton, but in 
each of these instances an insufficient accounting of costs, considering all the 
factors, is evidenced in these reports. Most often the cost for torching, the 
oxygen and acetylene, the costs for the materials handling, the use of the crane 
and the magnet, are not considered. ; 

The greatest error in the costs of the military is insufficient allowance for the 
market value on unprepared scrap. This is because for the most part the ma- 
terial was not offered for sale for processing by the private industry, according to 
the expressed intent of Congress and Government directives. For instance, at 
Augusta, Ga., the Army claims a spread or gross margin between the price received 
after processing and the market value before processing of $22.17, while the ex- 
perience at the Atlanta General Depot shows a spread of only $5 per ton gross 
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margin between the price received after processing and the market value before 
processing—an error or difference of $17 per ton, which results in a direct loss to 
the Government for its processing operations at Augusta, Ga., even on the in- 
sufficient accounting of costs, and ignoring tax revenues and other factors. 

Using the military’s own insufficient cost figures, direct net loss operations also 
were indulged in at the Black Hills Ordnance Depot at Igloo, S. Dak. Instead 
of a $13.14 profit on heavy scrap, the direct loss per ton is $3.86 when the market 
value figure is corrected from $8 to $25. Also at Igloo the cost of baling—$8.87 
per ton—represents a net loss figure tothe Government for its operations, as a 
$12 a ton price (for baled scrap) is at least the amount that could have been re- 
ceived for it unprepared. This indicates that the processing operation was not 
properly conducted and makes the figures questionable. 

Comparing similar presses and similar tonnages, the cost of baling by the Navy 
at Norfolk is (inadequately) listed at $6.75 a ton, as compared to the alleged 
$3.48 cost per ton of the Army at Anniston for similar tonnage and a similar press. 
Both are understated, but the difference is sufficient to question the cost figures. 

The naval depot at Newport, R. I., shows a net loss operation instead of a net 
profit when the figures sre corrected for actual experience (bid No. B-35—53). 

Similarly, at Tooele Ordnance Depot, Tooele, Utah, the Army claimed a net 
profit of $38.65 a ton when corrected for the value of the unprepared material and, 
using their own cost figures, the direct loss per ton to the Government is at least 
$12 per ton. 

The military scrap processing activities should not be allowed to continue. The 
net loss to the Government for fiscal 1954 is even much greater, in every instance, 
due to the decreased market and price for scrap. 

Respectfully yours, 
B. Z. Karz, 
Assistant to the Executive Vice President. 


Buckner Suppty Co., 
Division or Anniston Steet & Piumepine Co., INc., 
Anniston, Ala., March 30, 1954. 
Mr. Ben Karz, 
Institute of Scrap Iron & Steel Inc., 
Washington, D.C. 

Dear Mr. Katz: It was indeed a pleasure to speak with you by telephone 
yesterday and I am sorry that I do not have the time to present to you a full 
report on the scrap operations at the Anniston Ordnance Depot in Anniston, Ala. 

I would like to remind you that I have written letters to Senator Lister Hill, 
Senator John Sparkman and Congressman Kenneth Roberts in reference to this 
competition at the Anniston Ordnance Depot. Mr. Roberts, who is a personal 
friend of mine, contacted the Army in reference to this matter and I received a 
copy of a letter sent to Mr. Roberts from Lt. Col. Tench Tilghman. He stated 
that the purchase of this baler was carefully and thoroughly reviewed, and the 
purchase was considered justified in line with the departments supply economy 
and cost conscious program. He stated that the government would gain $8 per 
gross ton as a result of this baling operation. He stated that the annual amount 
of scrap metal generated by Anniston Ordnance Depot is approximately 1,000 
tons. He further stated that baling enabled the depot to load railroad freight 
cars to maximum resulting in cheaper freight rates and for utilization of shipping 
facilities. He further claimed a better segregation of ferrous and nonferrous 
metals was made by daily segregation as the bales are processed. He further 
stated that outside storage requirements have been reduced to as much as 75 
percent for light scrap metals. I merely mention this letter to let you know that 
we have tried to do something in our own way to fight this problem. 

I think the best way for you to understand the operation at the Anniston Ord- 
nance Depot will be to review some of the biddings during 1953 and 1954. The 
following is a review of some of the bids: 

1. Invitation No. 01-002—s—53-37; date of bid opening, April 1, 1953: 

Item 33. Sheet metal, scrap, consisting of old air ducts, roof jacks, ammunition 
boxes, fenders, etc., 45 gross tons, purchased by us for $24.86 per gross ton. 

Item 144A. Mashed drums, scrap (this was unprepared material), 27 gross 
tons, purchased by us for $24.86 per gross ton. 

Norte.—I do not know the names of the people who purchased the other items, 
but from my notes someone paid $27 per gross ton for unprepared iron and steel, 
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scrap, consisting of old LVT vehicle hulls, eut into large pieces, gun parts, tank 
turrets, recoil mechanisms, ete. For item 40 someone paid $23 per gross ton for 
71 gross tons which consisted of steel strapping, scrap, consisting of old strapping, 
wire cable, etc. For item 44~A, consisting of old tin and terneplate, scrap, con- 
sisting of ammunition box liners, old cans, etc., someone paid $20.05 per gross ton 
for 54 gross tons. 

2. Invitation No. 01-002-s—54—4; date of bid opening, July 31, 1953: 

We only bid on items No. 32 and 34 which were cast iron and unprepared iron 
and: teep'serap. We did not deem it advisable to bid on bundles No. 2, consist- 
ing of mashed drums, sheet metal, steel strapping, etc.. nor did we think it feasible 
to bid on item 44—A, which was bundles, old tin and terneplate, scrap, consisting 
of ammunition box liners, old cans, ete. At this tine I would like to say that it 
was quite often during these bids that there was not a bidder on the prepared 
bundles and you will note that the price has continued to go down on these pre- 
pared bundles, until it is almost nothing now. 

3. Invitation No. 01—-002-s—54—21; date of bid opening, October 9, 1953: 

(This is an interesting bid to show what the scrap dealers thought of the bundles 
being prepared at the Anniston Ordnance Depot.) 

Item 33. Consisting of No. 2 bundles, consisting of mashed drums, sheet- 
metals, steel strappings, and so forth, we were high bidders at $15.56 per gross ton. 

Item 34. Unprepared iron and steel, scrap, consisting of landing tracked vehicle 
hulls, and so forth, consisting of 340 gross tons, we were high with a bid of $12.79 
per gross ton. 

Ttem “36. Projectiles, miscellaneous, steel, scrap, and so forth, with nonferrous 
contamination, consisting of 34 gross tons, was purchased for $10.05 per gross 
bo, and according to my notes the high bidder was M. Kimerling of Birmingham, 


a. 

Item 44-A. Bundles, old tin and terneplate, scrap, consisting of ammunition 
box liners, old cans, and so forth, consisting of 36 gross tons, of which there was 
no bids. (I believe that you will note that I later bought these bundles at a very 
cheap price and to be truthful with you I still have them on my yard at the 
present time.) 

4. Invitation No. 01-002-s—54-30; date af bid opening, October 13, 1952: 

Tiem 34. Consisting of unprepared iron and steel scrap, consisting principally 
of 57-mm. carriages, recoil mechanisms, frames, and so forth, consisting of 673 
gross tons. 

Notr.—We were not high bidder, but our bid was $15.875 per gross ton, and 
as I recall a little over $18.09 purchased this unprepared iron. 

Item 44—A. Bundles, old tin and terneplate, scrap, consisting of ammunition 
box liners, ete. (which was the same material mentioned in the previous bid) con- 
sist of 36 gross toms and was purchased by this company for $4.56 per gross ton 
and this material is sitting on our yard at the present time as we have no sale for it. 


Norr.—I believe beginning with invitation No. 01-002—s—54—21, the purchaser 
of the material was required to load himself. I am not sure about the exact date, 
but I believe it was just about the time of the previously mentioned contract 
number or somewhere during October 1953. 


5. Invitation No. 01-002-s—54—61; date of bid opening, February 12, 1954: 

Item 33-A. Busheling, No. 2, purchased by Berman Bros., for $12.89 per 
gross ton, for 135 gross tons. 

Item 33-B. Bundles, No. 2, scrap, consisting principally of can, buckets, etc., 
90 gross tons, purchased for $7.51 per gross ton by M. Kimerling & Sons of 
Birmingham, Ala. 

Item 45-A. Steel, No. 1, serap, consisting principally of tank track, wheels 
etc., 450 gross tons, purchased by Luria Bros., for $19.70 per gross tons. 

Item 45-B. Steel, No. 2, scrap, consisting of ammunition containers, etc., 
225 gross tons, purchased by Anniston Scrap Material Co., for $15.27 per gross ton. 

Item 47. Contaminated metal, unprepared, scrap, consisting principally of 
light fixtures, ignition wiring, ete., purchased by Draper-Weatherly Co., for $21.60 
per gross ton. 

I have given you all of this detailed information so that you might understand 
the general trend of bidding in this area, and particularly to point out the bidding 
on the bundles prepared by the Government. It is also very interesting to note 
that the tin can bundles that have been prepared have been almost useless to the 
bidders in this area. \ 

After baling the bundles, the Government is required to move these by use of 
a heavy forklift or by use of their large crane with a magnet. I can certainly say 
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that more than one man is necessary to keep this press operating and I do not 
know if the crane is used in the feeding operation of this machine, but I seriously 
doubt if this is true, and probably it is fed by hand almost all of the time. This 
will require several men. 

In preparing the heavy melting steel, the Government is required to burn all 
of the rubber, wood, and other contamination from the tires, wheels, and tracks. 
If this material is sold as unprepared items, this of course becomes the job and 
duty of the purchaser to do this extra work. In addition to the cost of this 
burning there is a great loss of weight which would not be true if the material was 
sold “‘as is, where is”? without any recourse to the Government. It would certainly 
seem that- with the new regulation requiring the purchaser to load his own-material 
that it would be much easier and less expensive for the Government not to prepare 
the heavy melting steel and the bundles. 

We emphasize once again that with the 14 private baling press facilities within 
close proximity of the Anniston Ordnance Depot it is certainly unfair for the 
Government to continue to operate its serap-processing machinery. As you will 
note, we have handled a great deal of the unprepared material from the Anniston 
Ordnance Depot. 

I believe that if any inspection is made of an average Army or ordnance depot 
operation the fantastic claims made in the report mentioned in your telephone 
conversation would certainly be immediately disapproved. In the report you 
mentioned they seem to have forgotten about the expense of running the press 
(it takes plenty of electricity). The cost of acetylene and oxygen and supplies 
have been completely forgotten. Remind them of the gages, hoses, ete., which 
are necessary to prepare scrap iron. Have any costs for the many forklifts been 
included? If I had time I could continue to list many costs which they have 
forgotten in their report. 

I certainly hope that you are able to obtain a satisfactory result from the hearing 
before the House committee Thursday. 

We would certainly appreciate you advising us of the results of this hearing at 
your very earliest convenience. 

Very truly yours, 
ANNISTON Steet & PiumsBine Co., INc., 
Leonarp H. Miter, President. 


Cost oF PREPARING Scrap ! 


Costing in the iron and steel scrap industry encounters the same pattern of 
variables that makes comparisons and statistical analyses in all phases of the 
industry difficult. 

Yards may operate 1, 2, or 3 shifts. Some material for cutting on an alligator 
shear may be fairly uniform, while other material may be highly irregular and 
tangled. So-called light iron or tin (really sheet steel) for baling may require 
careful sorting to remove nonferrous materials, while sheet clips or skeleton scrap 
can be droped into the box of a baling press at high speed. But there is no doubt 
that higher wage rates, taxes, social security, and other levies have greatly in- 
creased the cost of preparing all kinds of scrap since V—-J Day. A fair deduction 
is that, on the whole, costs have doubled in the past 5 years. * * * 

On account of varying conditions and materials it is dangerous to generalize, 
hence typical cost figures from average yards in all parts of the country will be 
cited. 

Table IV—14 shows costs reported by a dealer operating yards in Jacksonville, 
Tampa, and Orlando, Fla. 

A yard interest operating in the metropolitan New York area and confronted 
with wage rates typical of a large city (they have been increased since the following 
table has been compiled) reported high costs (table IV—15). 

A representative yard interest in the San Francisco Bay area provides informa- 
tion comparing 1949 costs with those of 1950 (table IV—16). 

A dealer in Texas offers cost data (table [V—17). 

A dealer in the Birmingham district does not submit a breakdown of his costs 
but he estimates them to be $4.90 per gross ton for baling and $5.50 per gross ton 
for a general yard operation. 


1 Ch. IV, p, 25, of Materials Survey Iron and SteelScrap, Sompiled-by the U. 8.Depertment of the Interi- 
or, Bureau of Mines, with cooperation of the Geological Survey, February 1953. 
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A Peomive dealer in Chicago estimates his general yard cost for the year 
ended February 28, 1950, at $6.64 per gross ton. 

A dealer in Boston estimates his cost of baling at $7 to $8 per gross ton, cutting 
foundry steel to 2- or 3-foot lengths, $5 to $6 per gross ton, preparing No. | 
heavy melting steel, $5 to $6 per gross ton, and No. 2 heavy melting steel $6 to $7 
per gross ton. This dealer estimates the cost of trucking to his yard for a 10- to 
15-mile distance at $3 per gross ton, and over 15 miles, $4 to $5. 

‘ rer where specifically noted, costs are those compiled as of the late summer 
of 19. 

Notrre.—The Institute of Serap Iron and Steel, Inc., conducts a semiannual 
wage survey of the scrap industry on a-representative sample basis. While wage 
costs have increased from 9 to 16 percent, a very conservative estimate allows an 
additional 10 percent in 1953 to the following costs which were computed in 1950, 


IV-14.—Costs of a dealer’s operating yards in Jacksonville, Tampa, 
and Orlando, Fla., per gross ton! 


Oxygen and carbide 

Actual labor cost for baling scrap 

Social security and unemployment insurance 
Compensation insurance 

Lights and power 

Gas and oil_._- 

Repairs 

Depreciation _ - 


Equi>ment insurance 

Loading 
Administrative and office expense 
Actual labor for shearing scrap 


Present cost estimate (adding 10 percent to show increase from 1950 to 1953). 


1Ch. IV, p. 26, of Materials Survey Iron and Steel Scran, compiled by the U. 8S. Department of the 
ee: Fa of Mines, with cooperation of the Geological Survey, February 1953 (Government 
ce). 


TasLe LV-15.—Costs of a scrap dealer’s operating yards! in New York City 
. metropolitan area, per gross ton 


Plant 1 (beavy | Plant2 Meavy | piant 3 (light 
material only material) material only) 


1948 1950 1948 


Trucking wages and expenses 
Yard w: 


g| 


ages. 
Repairs and maintenance 


Buyers and salesmen 
Office salaries 


Professional fees 


Contribution and 
Ren 


Tetel......- 
Present cost estim 
crease from 1950 


1Ibid., p. 27. 


Baling General yard 
Sorting and removing contaminating materials... 60 1.00 
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TaBLE IV-16, Costs of a scrap interest in the San Francisco Bay area, per net ton! 


General yard operation 


Sept. 1, 


Sept. 1, 
948 1948 to 
Aug. 31, 1949 


1 to 
Aug. 31, 1949 


May 1, 1950 May 1, 1950 


Direct costs (includes labor wages, payroll 
taxes, workmen’s compensation, insurance, 
oxygen, operating supplies, direct deprecia- 
$4. 56 $3. 39 $4. 43 $3. 99 
Indirect costs (includes foremen’s salaries and 
ce, truck auto and crane expense, 

taxes, licenses, rent, utilities, repairs, tools, 
general devreciation, etc.) _......._.__.._.___- 1.63 1.88 1.72 1,82 
General administrative expense (includes 
partner’s salaries, all office expense, tele- 
phone and telegrams, etc.) .............--.--- 1.07 1.07 


Cost per net 


per gross to 
Present cost estimate adding 10 percent to 
og increase from 1950 to 1953) per gross 


1 Ch. IV, p. 28, of Materials Survey Iron and Steel Scrap, compiled by the U. S. Department of the Inte- 
rior, Bureau of f Mines, with cooperation of the Geological Survey, February 1953 (Government Printing 


Tasie IV-17.—Costs of a scrap dealer in Texas, per net ton ! 


General yard 
operation 


F. 0. A. B. unemployment and W. C. P. L. insurance...-.-.-.------------- fF 2 


Insurance 
Advertising and travel expense - 
and telegraph. 


1 Ibid., p. 29. 


Mr. Sixes. I would like to say that Mr. Katz has made an excellent 
statement. He has made a strong case which I think the committee 
should give very careful consideration to. It is refreshing to have 
witnesses before this committee who have their facts at their fingertips 
and who can talk enthusiastically about the things in which they are 
interested. 

Mr. Karz. Thank you, Mr. Congressman. 

Mr. Peck. I am Julius Peck, and I am from Norfolk. I want to 
go on record and question the figures that the Navy submitted on 
their cost of operations. They are so ridiculous. 1 will stake my 
life that they do not have 20 percent of the actual cost of what their 
operation is, and that is why they show a profit on paper. I will 
state that without any equivocation or reservation. 

Mr, WiGGLEsworTH. if you wish to file a statement for the record, 
you may do so. 

\Mr, Karz. We appreciate the time and the patience of the com- 
mittee. 
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Tuurspay, Aprin 1, 1954. 


Reserve PrRoGRAM 


COL. C. M. BOYER, EXECUTIVE DIRECTOR, RESERVE OFFICERS 
ASSOCIATION 

MAJ. GEN. MELVIN MAAS, CHAIRMAN OF THE LEGISLATIVE COM- 
MITTEE, RESERVE OFFICERS ASSOCIATION 

COL. THOMAS A. KING, NATIONAL PRESIDENT, RESERVE OFFICERS 
ASSOCIATION 


Mr. WiacLteswortH. We have with us representatives of the 
Reserve Officers Association at this time. I am particularly happy to 
welcome a former member of Congress, a very old friend of mine, 
General Maas. 

Colonel King is also present. 

I understand that Colonel Boyer, the executive director of the 
association, is going to present a statement to the committee. 

Colonel hover. With me is Colonel King, our national president, 
and General Maas, the chairman of our legislative committee. 

Mr. WiacLeswortH. We are glad to have them with us. 


STATEMENT OF COLONEL BOYER 


Colonel Boyer. Mr. Chairman, I am Charles M. Boyer, the 
executive director of the Reserve Officers Association. As you know 
we are a professional organization with members from all the military 
services. We are grateful for the opportunity to appear before your 
committee in support of the appropriation request of the Department 
of Defense for the reserve programs of the several services. 

It is gratifying to us to note that the Department of Defense has 
recommended an increase in the number of Reserves for all services 
who will be in a drill-pay status during fiscal year 1955. The present 
absence of a relatively large and well-trained Reserve represents one 
of the great weaknesses in our total national security picture. This 
is due in substantial part to our inability to secure sufficient volunteers 
to build the Reserves to planned strength. The recommended 
increases, if attained, represents progress toward a solution of this 
problem. 

I might digress and say this, our only source of procurement for 
Enlisted Reserves at the present time is the veterans, and it has been 
very difficult to get them to go into the program mainly due to the 
fact that after they have served 2 years and have returned, and have 
seen a lot of their buddies who were deferred for education and other 
purposes and who have gotten married and raised diaper deferments, 
who have seen no service, it has been very difficult to get the veterans 
to go into the program. That has been one of the big problems facing 
us in building our Reserves to the strength we should have. 

It is to be anticipated that our country will continue to be, for a 
long time to come, under such external pressures that our military 
forces must continue to be large enough to permit us to effectively 
serve as the leader of the free nations of the world. It is axiomatic 
that we cannot maintain a standing military force of sufficient size 
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to meet our expanding military commitments and also to cope with 
limited or full emergencies as they develop. The standing force must 
be backed up by a ready and well-trained Reserve. 

- I am sure that your committee is aware that at the present time 
there are thousands of Reserve officers and enlisted men on continuous 
active duty with the Regular components of the several services. 
Many of these reservists have served continuously since the outbreak 
of World War IT. 

However, the Active Reserves about which we are now talking are 
those who are not on continuous active duty. At the present time 
they total approximately 1,911,000 officers and enlisted men—all on 
an active status. During fiscal year 1954 this was divided into 2 
groups: Those in a drill-pay status in which there were some 368,200 
and those in a non-drill-pay status numbering approximately 1,543,600, 
For fiscal year 1955 the Department of Defense has recommended that 
the number in a drill-pay status be increased to approximately 441,300, 
and that those in a non-drill-pay status be increased to 1,963,800. This 
totals approximately 2,405,200. 

I might digress here. The reason for the increase there over the 
year before in numbers is due to the fact that we have a continuous 
number of individuals who are completing their 2 years of obligatory 
service and are going automatically into the Reserve. 

There increases are healthy. If continued on a properly phased 
basis they should enable us to attain a Reserve structure of the size 
needed to support our total military posture. It will certainly reduce 
substantially the need to maintain a standing force of such a size as to 
threaten the national economy. We endorse strongly this increase 
and recommend your favorably consideration. 


TRAINING OF RESERVES IN NONDRILL PAY STATUS 


There are several points, however, which we would like to call to 
your attention. We believe that it is possible within the funds recom- 
mended by the Department of Defense for the Active Reserves to 
train many more of these Reserves in a nondrill pay status. The 
funds recommended for the drill pay units are based on the desired 
numbers to be attained in that program. If these objectives are not 
attained these funds should be available to train reservists in a non- 
drill pay status. For example, the Army intends to have 201,900 
Reserves in a drill pay status in fiscal year 1955. However, they will 
have 1,304,600 in a nondrill pay status. Funds are recommended to 
provide 15 days active-duty training for only 10,000 of this number. 
The other services follow the same pattern. In fact funds have been 
requested to train only 30,160 out of a total of 1,963,800 reservists in 
a nondrill pay status. 

We agree that the first priority for training money should be for 
those in a drill pay status. On the other hand there are a large number 
of Reserves in a nondrill pay status of proper military age who over a 
long period of time will be most valuable to the manpower planning of 
the Department of Defense. We believe that to the fullest extent 
possible that the total funds appropriated for the training of Active 
Reserves should be used to provide as much training as possible for all 
Active Reserves. 
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_ We are informed that itis legally possible to use these funds in this 
mannér. On the other hand, by administrative regulations within 
the Department of Defense such transfers of funds have been for- 
bidden. We would recommend strongly to the committee that this 
problem be studied carefully. If the committee sees fit it should indi- 
cate in its report or provide pporanriaie language in the appropriation 
bil) that unused funds, available for Reserves in a drill-pay status, be 
allocated to provide as much active-duty training as possible for those 
in a non-drill-pay status. 


ata 


PROFICIENCY FLYING 


There is another point similar to the one expressed above which we 
recommend that the committee consider. "Phere are among these 
Reserves in a non-drill-pay status many thousands of young Air Force 
and naval aviators who by virtue of their residence or employment 
are unable to be associated with a driJl-pay unit. We are informed 
that in the past there has been great reluctance to permit these Re- 
serves to perform proficiency flying everi though they volunteer to do 
so in a nonpay status. e request for such authority to fly has 
frequently been turned down on the ground that funds were not 
available for the operation and maintenance of sufficient planes for 
this purpose. We have no way of knowing the accuracy of these 
statements. We feel strongly, however, that these Reserve aviators 
represent a tremendous investment in man-hours and money on the 
part of the Federal Government, and that every effort should be made 
to encourage them to maintain such a degree of proficiency that they 
would be usable again with a minimum of retraining in the event of 
mobilization. Here again, we suggest that the committee, if they 
concur in our recommendations, could by appropriate language in the 
appropriation bill or in the committee report do much to improve the 
ciency of these Reserve aviators in a nonpay status. 

There is perhaps a more fundamental benefit to be attained by 
such action. You are well aware of the difficulties we have had in 
maintaining interest in the Reserves generally. Certainly it would 
provide an increased inducement to a substantial number of well- 

ualified officers and enlisted men to remain active in the Reserves 
if they felt they would have an improved opportunity for training. 


UTILIZATION OF ROTC GRADUATES 


There is another matter that I would like to briag to the attention 
of the committee, and that is the more efficient utilization of officers 
completing ROTC. 

The mission of ROTC is to produce officers for an all-out emer- 
gency. At the present time with the reduction of force strengths in 
the Regular services we are producing more officers than are needed 
for the active-duty forces. For example the Air Force has announced 
a policy, under which they will not commission cadets who are not 
a part of the flying program, unless they volunteer as enlisted men in 
the Air Force for 2 years, after which time they would receive their 
Reserve commission. 

In our opinion this is a serious breach of contract between the Gov- 
ernment and these individuals. Furthermore it is a most inefficient 
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use of individuals, in whom the Government has a considerable 
investment for their education. 

We believe that the Congress should direct that these ROTC 
cadets who would not be commissioned and serve on active duty for 
2 years, should be commissioned in the Reserve and assigned by the 
appeopmaie service Secretary to duty in the Ready Reserve in lieu 
of serving on active duty. 

Under the provision of the UMTS Act, an individual that holds a 
commission in the Reserve is not protected from the selective service 
if he is not placed on active duty as an officer. 

Another provision of the UMTS Act provides that these individuals 
be given contracts, and this contract guarantees if they successfully 
complete their education and their ROTC training, they will be given 
a commission and placed on active duty for 2 years. 

I personal’y think it is very bad for the youngsters of this country 
to break a contract which our Government gave them. They say, 
“We are sorry, we made the contract and we cannot carry it out.” 
These officers could be assigned to Reserve units if not needed on 
active duty. By being assigned to these Reserve units, we would 
accomplisy three things: First, we would accomplish the continuance 
of carrying out the mission of the Reserve. ‘Two, we would begin 
building a reserve of nonveterans so that we would not have to call 
on the veterans a second or third time in case of another limited 
mobilization. Third, it would enable us to keep on active duty our 
experienced personnel instead of forcing them off active duty and 
placing on duty all of these young inexperienced officers. 

General Maas. If I may, Colonel Boyer says it is producing more 
officers than we need. hat may need clarification. It is more 
officers than the active standing forces need at the moment. That 
has been the great trouble with the ROTC program at the present 
time. The al are looking on it as a source of procurement of 
officers for the current program, whereas the purpose of the ROTC 
has nothing to do with the standing forces as such. They utilize 
them because it is the only source they have available, but the actual 
purpose for which the Congress has provided this ROTC program is 
to produce the officers necessary to man the military forces in time 
of war. The tendency now is to limit the size of the ROTC to the 
current standing needs. If that is done, it may save some money, 
but it will defeat the whole purpose of maintaining a Reserve. When 
mobilization comes, you will simply not have the officers that are 
required to meet mobilization. 

When the colonel points out we feel these ROTC graduates in the 
air program should not be compelled to enlist for 2 years, or otherwise 
be subject to draft and probably go into the Army, we have just 
spent a great deal of money to train them for officers and they are 
critically needed in the Reserve program. They may not be needed 
on active duty, but they are needed in the Reserve program. We 
have had a hard time building up the Reserve program. We have 
virtually no junior officers in it because they have all been taken into 
the Regular service, so it is not only a question of being just decent 
and fair to the boys, we critically need them in the program. 

I will tell you, these graduates of ROTC are more needed in the 
Reserve program than they are on active duty, and certainly on active 
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tes, We are having a hard time building up the Re- 


serve. This would give us the source. .. 

Mr. Scrivner. They would not be on duty as privates very long. 
If they have really absorbed what we assumed they would absor 
in the ROTC, it would not be very long before they had some stripes. 

General Maas. That would be most unfortunate if they became 
a regular system because it would discourage your Regulars. 

Mr. Scrivner. Here is what happened. en the ROTC pro- 
gram was set up it was never expected that it would be operative 
at the time selective service was. 

General Maas. That is correct. 

Mr. Scrivner. As you pointed out, it was to build up a pool of 
Reserve officers in time of an all-out emergency. Now, we had the 
ROTC program going. Circumstances came about and we had 
another war in Korea. The draft went back into high gear. There 
was no provision made that would permit the two to work simul- 
taneously. General Hershey, Director of Selective Service, has 
issued some decree. That is the policy that has been established. 
Whether it is right or wrong at this time is not for this committee to 
determine. But if you put these young men in from ROTC and 
merely assign them to the Ready Reserve while other young men are 
being drafted and put into active duty for 2 years, it will create still 
greater problems and inequities. That would enlarge the feeling 
that Colonel Boyer just discussed, the feeling that some of these 
potential reservists have, in that they have been out in active service. 
A lot of their friends have not. Now, I am talking about enlisted 
men. They come back and find as officers over them, some men who 
went to ROTC and did not serve on active duty, but went into the 
Ready Reserve. If I were in their position it would create a greater 
antagonism than now exists. 

Colonel Borer. I do not believe that would be true. 

Mr. Scrivner. It is bound to create some of it. Here, for example, 
isa man. Perhaps he was in World War II. He was in the Reserve 
and then he is called back into service for the Korea war. Here 
he is now. He is eligible for Reserve duty. He has nee 5, 6, 
or 7 years of active duty as an enlisted man. He reports to a Reserve 
unit and finds there among the commissioned officers some youngster 
who went to school for 4 years while he was in Korea, who got a com- 
mission which he has not yet received, although he has had 6 years of 
active service. And this youngster who has had no active service 
at all is over him as an officer. If I were in that enlisted veteran’s 

osition I do not know whether I would care about serving in the out- 
t or not. As a matter of fact, I believe that I would hesitate even 
longer than I would under the present conditions. 
the other hand—and we are talking about the Air Foree—when 
I went to the armory to go back into the Reserve and I found a young 
man who had gone to school, had received his commission after he 
had served 2 years as an enlisted man, I would say, “Well, that is all 
ight.” I would say, “He has served as an enlisted man and knows 
the enlisted man’s problems. I believe that he would be a pretty 
d man to serve under.” 4 

Colonel Boyer. I would like to answer that in two ways: First, 
I would like to take the last objection you raised. : 

Mr. Scrivner. It Was not an objection; it was an observation. 
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Colonel Boyer. That statement with reference to the individual 
serving as an enlisted man. If he has not been given a contract to 
guarantee him a commission, okay, and if they would start from now 
on and not give the contracts on that basis, that is one thing. 

Mr. Scrivner. Let us hold it there a minute. Which is best for 
that young man in the Air Force, for him to be delayed in getting his 
commission and then be drafted and go into the infantry for which 
he apparently has no liking, and for which he has had no training, or 
is it better for him individually, and for the Air Force, and therefore 
the Government, to have him go into the Air Force as an enlisted 
man and then get his commission? He will have what? He will 
have his background of experience as an enlisted man, which is 
valuable—you just cannot get it any place else—and then with his 
commission he will make a better officer. 

General Maas. I will agree with that. What you are going to do 
is—the system as Gowsuted te going to destroy your Air ROTC. Inno 
other ROTC do they have to go through that. They will simply 
elect to go in the Navy, the Army ROTC, where they are assured that 
they will serve as officers upon graduation. You will just break up 
your Air ROTC system. 

Colonel Kine. May I say another thing? When a man volunteers 
for the flight training in the Air ROTC he has to agree not to the 2 
years that the other services have, but he has to agree to 2 years 
after he completes his flight training, which means 3 years, or a little 
bit more. 

Mr. Scrivner. If the Air Force is going to get any beneficial results 
out of a pilot, that is necessary. 

Colonel Kine. That is correct, and with that philosophy I agree, 
but constantly we have been getting throughout the country whine 
these boys were not notified of this thing unti] the latter part of 1953, 
that after they had made this deal, had been taken into the ROTC, 
served at least a year and maybe a little more—most of them taking 
their summer training—they were told, ‘‘We are sorry, fellows, we 
cannot commission you until after 2 years.” 

Now, I agree also with the observation which vou made, Mr. 
Scrivner, that every man ought to be an enlisted man. I was one in 
the National Guard and I am proud of it. I do not think that you 
can get the training anywhere else. We have also had the feeling 
that no officer should be sent to active duty until he has had a reason- 
able period of active-duty training as an officer, sent through the 
service school, if he is an infantry man, the schoo] at Fort Benning. 

Mr. Scrivner. I will go so far as to say that I made that recom- 
mendation that applies to graduates of West Point before they go 
into combat. That has been adopted. We saw what happened in 
1950 when that graduating class was taken out without that basic 
training and sent into combat. It was costly in many lives. ‘There- 
fore, we recommended basic training in branch before these academy 
graduates were sent to combat units. 

Colonel Kine. I would like to say one other thing. This Reserve is 
no good unless it is prepared to do the job, if it is called. As I read 
the newspapers and the statements made by responsible officials, it is 
not going to be a question of keeping these fellows in and bringing 
them to duty and giving them 6 to 9 to 12 months training before 
we have to use them. We are going to have to have a Reserve that is 
43960—54—40 
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ag to go and be the minutemen again like the fellows in the old 
ays. 
hat we would like to see is a Reserve program which is geared 
and designed to be what the name connotes, a Reserve, not a potential 
group for further training to serve their country. We think that 
eserve ought to be prepared. We do not think that this program 
is realistic in that respect. 

_Mr. Scrivner. I think, Mr. King, you have heard me express my 
views—some of them in a recent speech you talked me into making. 

Colonel Kine. And I have agreed with them, sir. 

Mr. Scrivner. I have stated without any hesitation at all that the 
Reserve which we presently have is not a satisfactory Reserve program. 

Colonel Boyer. That is true. 

Mr. Scrivner. Of course, here, again, this committee does not 
establish the policy. 

Colonel Boyer. That is right. 

Mr. Scrivner. We supplement policy with funds. 

General Maas. In that connection you could do something, Mr. 
Scrivner. We are not advocating that these ROTC graduates just 
receive their commissions and be assigned to drillling units in the 
Ready Reserve. We are advocating that they be commissioned and 
be given some basic training. We are not saying how much we think 
ought to be; 3 to 5 or 6 months. You can provide the money for 
that. 

Mr. Scrivner. I am not going to debate the merits of that sugges- 
tion. 

General Maas. Except that you can make the money available. 

Mr. Scrivner. We cannot make the money available for any- 
thing that is not already authorized. 

General Maas. This is authorized. 

Mr. Scrivner. You have two things. First, the Armed Services 
Legislative Committee could very easily bring out whatever legisla- 
tion is necessary. to accomplish this end. The other would be to have 
a program established, if adequate legislation already exists, by the 
Department of Defense. Once they have done that, then they ap- 
pear before us and say, ‘“This is the program for which we need funds.”’ 

There are several things which, due to lack of adequate time, make 
it impossible for any of the three of you to tell us all you could tell us. 
I know the story of the present Reserve program is a very long one, 
and it is not too satisfactory. The constant changing of objective 
and all of that has been very aggravating, disturbing, and expensive. 

Colonel Boyer. Of course. 

General Maas. And discouraging to the men who want to serve. 

Mr. Scrivner. Surely. Just about the time they think they are 
about to embark upon one program then wham, along comes a change, 
which is maybe not completely different, but substantially different. 
Then they think, “Finally we have it,” and they embark upon that 
and then along comes another change. : 

I am not a member of the Reserve or any longer in the National 
Guard, but if I were many of those things would be quite dishearten- 
ing to me. 

Colonel Boyer. That is true. 

Mr. Scrivner. Again, that is a matter of policy and not a matter 
of appropriations. 
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General Maas. But what you can do for us is to put at least in 
your report that moneys not used in the drilling and training pro- 
gram may be available for 15 days of active duty for those not in 
the drilling program. It is very important that they get it. 

Mr. Scrivner. We will have to look at that. 

General Maas. Yes. 

Colonel Boyer. We fully understand your position. 

Mr. Suerrarp. Let me ask you a question. 

General Maas. I have known you for many years, and I know of 
your intense interest in this situation. I am not trying to embarrass 
your presentation, but this is a new question in my mind which I 
think you can resolve. 

I have talked recently with many Reserve youngsters throughout 
the program, and the bone of contention in their minds is that they 
are not getting the breaks they think they ought to have in various 
aspects of the Reserve function. That is a generalized statement, 
but I think that was it. 

I am just wondering this: If we permitted a payment to a portion 
of these Inactive Reserves for drilling purposes, would that, in your 
opinion, create another thing which hypothetically could cause 
trouble? 

Let us assume I am serving with you and you get paid and I do not, 
and yet we are serving under the same identical category. 

General Maas. No, that does not enter it. 

Colonel Kine. May I answer that specifically, because I am in a 
unit which is just exactly that way? 

Mr. Scrivner. Proceed, Mr. King. 

Colonel Kine. I happen to be in a JAG training unit in the Air 
Force. My assigninent is Director of Civil Law, and the specialty is 
Assistant JAG. 

No employee of the Defense Department may be paid for training. 
No employee of the Defense Department may be paid for training 
in that type of program. 

Mr. Scrivner. That is because you cannot receive money from 
the Government from two sources. 

Colonel Kine. That is not the basis for it, sir. 

Mr. Sertvner. What is the basis for it? 

Colonel Kina. It is a specific policy within the Defense Department, 
because they say, ‘‘We would probably use him in the job he is doing 
as a civilian anyway.”’ That may or may not be correct. 

But in my unit many civilian employees in the JAG office of the 
Air Force not only attend those meetings but they take their own 
time to prepare the program, because they are so experienced. They 
go out all over this area giving specific training to other units. They 
are happy to do that. They do not quarrel about the fact that one 
guy gets paid and the other guy does not get paid. 

gave up my pay status, because I did not want to be getting paid 
while they were not. 

But they are not permitted to take 2 weeks of active duty and, let 
us say, get 2 weeks of duty at Bolling, Mitchell, Langley, or some 
place else, where they could go out and get the feel of being in the mili- 
tary again. 

his business of sitting around in an armory taking lectures is one 
thing. When you get those men out in the field and let them get the 
feel of being in the military it is the very thing that is needed. 
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I made a proposal to take our whole group, assignees, to the head- 
quarters of the Pentagon, and take them to Mitchell or some other 
ae and let them set up a field office and do the job there for 2 weeks, 

rk ga the feel of supply, to get the feel of equipment, and to get the 

of actually seeing specific things that are involved in the field 
training. 

Now, I was just on a trip to the west coast. I went in every place 
from southern California to Seattle. In the town of Eugene, Oreg.— 
I hope no member of the committee here is from Oregon—I saw an 
Army unit being trained in quonset huts. I walked through water to 

et to it. It was a * mene meeting of officers and enlisted men. 
hey had two West Pointers giving a talk in certain phases of the 
training. It was an excellent a 

The Air Force used the back end of the quonset hut, and the Army 
used the front end. That is where their meetin ‘place was. A 
gorgeous training meeting was 250 yards away. hey were com- 
plaining about not getting enlisted men. I realize this is a question 
of policy and development of it, but it also goes to money. They had 
165 enlisted men and 4 officers at that naval unit, doing an excellent 
job, with 100 of them waiting to fet into the unit; but they were not 
coming over to the Army unit. They were not going to the Air Force 
unit. 

Why? Idonot know. There are many reasons, I suppose. 

I went up here to Portland, Oreg. The Oregon Military District 
is located in the State of Washington, at Vancouver Barracks, across 
the river. The 104th Infantry Division, commanded by General 
Tossi (?) is doing an excellent job. The Air Force is being transferred 
over there. Within 2 years there is a toll bridge going to be put in 
there between the training place and where these fellows live. 

We are complaining about that to the appropriate authorities, but 
it is the only training place they have. 

Now, they have tried to make the opportunity to get training, as 
we see it, in the program as difficult as possible, but vet if these fellows 
could get into 2 weeks of active duty—the fellow out in the middle of 
the State of Missouri, the fellow out in Iowa, who cannot get in the 
training program during the week—and if they could be drawn in and 
given 2 weeks and if the training program were set up so that they 
could have weekend training, bringing them in for 2 days at some 
training facility and giving pe 2 full days, it would be a far-superior 

rogram. 
. he Air Force, the Navy and the Marine Corps have done it with 
these flying units. They have had command-post operations for 
weekends, with other types of units. It is a most successful program, 
the most successful in the world. 

Yet you find another thing. Up at Selfridge Field, as an example, 
for that Reserve flight up there—I do not remember the type of flying; 
I think it is a jet-operated deal—a lieutenant colonel, a captain and 
an enlisted man flew 250 miles in this guy’s own private airplane, to 
train for a weekend. Unfortunately on the way back the airplane 
cracked up, and there are 3 widows and 4 orphans. There is no com- 
pensation for that. They were not eligible to receive any beneiits. 

That is not your headache; that is the legislative side. That just 
goes to show what these fellows will do to get the training. They 
want to participate in this program. They want to be soldiers, sailors 
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and aismen. If they were only given this chance, for 2 weeks, they 
would take advantage of it. 

Colonel Boyer. May I interrupt, please? 

What we are really driving at here, as to making these funds avail- 
able for 2 weeks of active duty, if they are not used for the units, is 
to take care of the people in the isolated areas. None of the services 
have solved the problem of getting people in the isolated areas to 

articipate and giving them a chance to participate. If they had at 
east 15 days of active-duty training, which could be made available 
from the funds not used, so that we could tell these people, “We can 
put you on active duty for 15 days,” that would help the people we 
want to help. 

Colonel Kine. May I say one other thing? In the Air Force they 
have made funds similar to that available. What do they do? 
They have to wait until the Jast quarter; namely, from April 1, to 
June 30, to see what has been used up in the first three quarters, before 
they can tel) these fellows, and then they have to make arrangements 
to get their leave. 

You see, it is a question of the practicability of this thing. I will 
shut up now. Thank you, gentlemen. You have been malty kind: 

Mr. Scrivner. Mr. Miller has some questions. 

Mr. Miuuer. As usual, it seems that when we get on to this thing, 
the Reserve comes out at the very end. 

It is late, and I suppose everybody wants to go to lunch, but there 
are 2 or 3 things on which I would like to get your views. 
COMPETITION FOR RESERVES 
You have presented many problems on the Reserve, as I see them, 
and have done it very well. One thing that has not been discussed 
today is the situation affecting Reserve units, certainly in my area, 
with respect to recruiting young enlisted men, whereby under the 
present regulations a young man under 18, I think it is, can enlist 
in the National Guard and be indefinitely deferred from the draft, 
but when our Reserve unit commanders recruit this same type of 
young man and get him to do valuable service, immediately the 
draft board comes along and takes him out. 

Has the Reserve Association any views as to how that situation can 
be equalized? The Reserve is constantly in competition, all down the 
line, and it seems to come out last every time, except when we have a 
war. Then somehow or other the Reserve is the only thing which can 
fill about 90 percent of the needs. 

Colonel Boyer. Yes, sir. Unfortunately the UMTS Act has a pro- 
vision that these individuals under 18% or under 18 who enlist in the 
guard can be protected from the draft if the governor of the State says 
their services are needed for the internal security of the State. That 
is the provision on that. 

That is not the best type of provision for the guard to have, as well 
as for the Reserve. There is a provision in the UMTS Act I have 
advocated for some time, and we have the manpower to cover it. 
That is the provision that says that the Secretary of the service may, 
with the consent of the Secretary of Defense, transfer to inactive duty 
those individuals who have completed their basic training and who 
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oe to join organized units of the Reserve and the National 
uard. 

Now, if that were exercised it would give us a procurement source. 
It would be voluntary. At least, they would volunteer for the pur- 
pose, rather than to stay on active duty. 

If the right kind of selling job is done it would be a great help. The 
public has never understood this. The Defense Establishment does not 
seem to realize it. Each of you gentlemen comes from a State where 
you have had pretty good football teams. I know they had a real 
good one in Maryland. 

What was the strength of that team? It was not the 11 men on the 
field, but it was the group of men sitting on the bench, the reserves. 
The reserves knew the signals and could step in. 

If once we can get the concept over to the public that our Reserve 
is the trained group sitting on the side lines, to be thrown in in case 
of limited as well as an all-out emergency, and if we can get them to 
accept that, regardless of how long a man had served on active duty 
where he would be known by the public as a man who is holding him- 
self ready and who might be on duty tomorrow if something developed, 
and if we can get the services to accept that, it will be much better 
for everyone. 

Mr. Scrivner. Will you let me interrupt you to make a statement 
off the record, please? 

(Discussion off the record.) 


ACTIVE-DUTY TRAINING 


Mr. Mituer. | would like to get back to the question which you 
mentioned, about field training, the 2 weeks active-duty training for 
those who are not located in areas where it is convenient, or who, 
perhaps, have too much or too little grade to fit into a local organiza- 
tion, where there is a spot for them. 

As I understand it, it is not a question of legislation, but it is a 
gener of Department policy as to whether or not you will permit 
: ese qualified people to have active-duty training. It is not in the 
aw. 

Colonel Kina. May I answer that? You will notice that they are 
asking for funds for approximately 300,000 people out of a potential 
in the active setup of 1.9 million, which is less than one-sixth of those 
who would be qualified.. We are not advocating that the 1.9 million 
should be given training. Even if they were only given training once 
every 3 years it at least would get them back in the field, and they 
would know they had a possible use in this thing and would definitely 
keep up their interest. 

I proposed that to a group, and they said, ““My gosh; if we could go 
once in 3 years it oval! be of tremendous help to us.” 
mr Boyer. Let me answer your question specifically, Mr. 

iller. 

On the appropriations, so far as the law is concerned, there is nothing 
to prevent them from placing on active duty any reservist that they 
select. But the Defense Establishment has established this policy: 
For instance, money appropriated for the Organized Reserve can only 
be used for the pay of the Organized Reserve. Now, they eee 
how many there are going to be inthe program. They may not be able 
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to fill their ranks. If they do not, then that money normally is 
turned back. 

What we are suggesting is that that money which is not used be 
used for the pay of individuals in the category mentioned. 

Mr. Miter. Would that require something to be written into the 
act! 

Colonel Boyer. No, I think just a statement would cover it. 

Mr. Minier. We get back to the point I wanted to make. 

Colonel Boyer. Yes, sir. 

Mr. Miter. I have been in the Reserves, and I still am. I have 
been in for 37 years. It has always been the policy, for some reason 
or other, to make it very difficult for a man who wanted to go to camp 
to go, unless he happened to be located near a training center. 

Colonel Boyer. Yes, sir. 

Mr. Miter. Even when there was not any pay involved, a man 
who lived a long ways away from the gathering point might not be 
able economically to attend enough of these formations so that in the 
summer he would be considered eligible under the regulations to go 
to the military camp. 

Colonel Boyer. Yes, sir. 

Mr. Mituer. As a matter of fact, that man may be among the best 
they have. He may have done everything that he could possibly 
do to learn all he would need to know, except that he might need a 
little refreshing. 

Colonel Boyer. Yes, sir. 

Mr. Mitier. Many of these people are combat-trained. Yet 
there is no way for that man to keep up, unless he is also able to go 
into a unit and give up 1 night a week. 

In my experience of 37 years, 2 weeks with troops in the field is 
worth 2 or 3 years of these evening sessions, where somebody gets up 
and lectures. I do not think many of the people in the Reserve, 
who are eager to have a part and ready to serve their country, get 
much enjoyment out of that kind of service; but they would ge 

to camp once a year, every 2 years, or even once in 3 years. It 
would still keep them relatively in touch and able to fit in rather 
quickly if their services were needed. 

Colonel Boyer. That is true. 

On this present proposed appropriation, which provides for approx- 
imately 10,000 to be given active duty training, who are not in organ- 
ized units or students in schools and so forth, that is broad enough so 
that so far as the appropriation is concerned Bill Jones out in Podunk 
Valley can be ordered to duty. But on their regulations they have 
provided that people who are students in school will be given the 
first choice out of these 10,000. These boys in the isolated areas, who 
cannot possibly attend, due to the distance, are given second choice. 

Some of them will get training; not very many of them last year 
got it, if any; but they will get some of that training. 

We think in addition to that if the committee would express its 
intent in its comments on the appropriation act they could say that 
the money appropriated for the Organized Reserve and not so used 
could, in their opinion, be used for the pay of individuals in the area 
I mentioned in this statement. 

Mr. Miter. I think if you will look over the records of the last 
few years the committee and the House in general has indicated that 
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that was their desire, to promote Reserve training wherever it was 
feasible. 

Colonel Boyer. Yes, sir. 

Mr. Mi.uer. But it seems to me, gentlemen, that your argument 
has to be taken up with the Department. We are not the executive 
department. 

Colonel Boyer. We are doing that. We have done that consist- 
ently, but it is somethlng like hitting your head up against a brick 
wall at times. 

SURPLUS OF ROTC GRADUATES 


Mr. Mitusr. There is another thing I want to discuss, where I 
think this committee does have a responsibility, and which you men- 
tion in your statement on the fourth page. HY at comes about with 
respect to this present surplus of ROTC graduates. 

certainly concur in your view that the fundamental function 
of the ROTC program is to provide large numbers of relatively 
ualified young men able to help to man a very much expanded 
efense Department. During the last war I saw instances which 
were highly unfortunate, when it became necessary to select young 
men for officer training camps when they lacked even a high-school 
education. Now, anything that cuts down the flow of ROTC gradu- 
ates would seem to me to be workin ainst the all-out policy for 
national defense, even though it mig > necessary or it might be 
claimed to be necessary because of presently contracting forces. 

As I understand the presentations of the Department of the Army, 
we are confronted with a situation which might be summarized like 
this: First of all, because of the crash buildup there are too many 
ROTC graduates in the Air Force, who are either not willing or able 
to become pilots. 

The idea that they might have escaped service during hostilities 
because they were taking this training has made the Selective Service 
say they must go because somebody else went, and they did not have 
to go. I cannot follow that reasoning because even at the height of 
World War II we were sending young men that were especially quali- 
fied off to college and some of them never got back into the service. 
They were even being educated at Government expense. I do have 
sympathy with the situation in the Air Force since they need pilots. 

If a man has asked for an Air Force commission and then does not 
want to fly, 1 think perhaps he is in much the same position as a young 
man that applies for Navy duty and then says, “I do not want to go to 
sea.”” I would not be too sympathetic with him. I have great 
sympathy for these young men who are under contract, and if they are 
willing to fly it seems to me that is all right because at the moment 
they need them. If they are unable to make the qualifications, it 
would seem to me in fairness to them they should be given a chance to 
take a few months of extra training and be commissioned in the Signal 
Corps or the Infantry, or wherever they can fit, rather than requiring 
them to serve 2 years as enlisted men in order to save the commis- 
sions they have earned. 

I think it is all right to put them in if you need them, but I do not 
see the fairness in training a man for 4 years and then saying, ‘‘We do 
not mean it.” 
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Secondly, because of that situation that exists or has been de- 
veloped’ in the Air Force, I am advised that there are 8,000 or 9,000 
young Army ROTC graduates coming out at this time for whom there 
are no vacancies in the present contracted forces, but they are being 
ordered to duty anyway so they will serve a 2-year hitch in order to 
ease the situation that has confronted the Air Force. That is going 
to cost about $14 million extra this year—to put these young men in 
and use them for 2 years when we do not need them, or do not need 
all of them, 

Now, the one thing the Reserves need, and you have pointed it out 
very graphically, is youngsters that you can put your hands on that 
will be compelled to serve in units whether they want to or not in 
order to 5 the buildup. Why is it not possible to take all these 
young ROTC graduates and give them some enforced service in the 
Reserve if they do not volunteer as an alternative and then get the 
basis of what we need more than anything else, from Active Reserve 
forces that might be available in time of emergency in a matter of 
weeks instead of months? 

Mr. Scrivner. I might point out that Mr. Hannah the Under 
Secretary in charge of manpower, is to be before the committee. 

Mr. MILurr. He has been before the committee, and unless he 
changes his tune he will not give us much. 

Mr. Scrivner. I do not know what he is going to say. He is to be 
here to discuss particularly the subject of RO C. 

General Maas. I would like to say Mr. Miller has expressed our 
views exactly. That is exactly the way I feel and what we think 
ought to be done. 

‘olonel Boyer. There is no question about that. Here is the big 
danger: If we cut the size of the ROTC to fit the pattern of the 
active force today, and we should suddenly become involved in 
world war III, it takes you approximately 12 months after you begin 
inducting enlisted men, enlisted personnel, before you can pull them 
out as officers. 

Mr. Scrivner. We understand that. Some of this could be cor- 
rected by a modification of General Hershey’s directive. 

Colonel Boyrr. By Executive order the whole thing could be. 

Mr. Scrivner. When we say “General Hershey” that is the execu- 
tive. 

Gentlemen, we have enjoyed having your presentation. We are 
pee wha our old friend and colleague, Melving Maas, back, hitting 
on all six. 

The committee will stand adjourned until the call of the Chair. 


LIMITATION ON NUMBER OF CIVILIAN PERSONNEL 


The following statements are furnished with respect to the Civilian 
Personnel Limitaticns in response to interrogation on page 462 of 
this hearing: 


DEPARTMENT OF THE ARMY 


The Department of the Army considers the removal of the limitation on the 
number of graded civilians authorized for employment to be a constructive and 
practical step. This procedure would enable the services to engage more ex- 
perienced and skillful civilians in those positions considered to be sensitive in 
nature. Further, this practice would lead to greater flexibility in the hiring of 
civilians to replace military. The extent to which the Army could go in replac- 
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ing military with civilians can only be determined after a detailed and thorough 
study which time has not permitted. 


DEPARTMENT OF THE NAVY 


The Navy has continuously carried out a plan to substitute civilian for mili- 
tary personnel in our Shore Establishment. In the past, this has not been carried 
out to the full extent possible because of restrictions on the allowed number of 
civilian personnel and the inability to transfer funds from the appropriations pay- 
ing military personnel to the appropriations which would pay the civilian per- 
sonnel substituted. 

The Navy is now drastically reducing the number of military personnel on 
active duty and this reduction will continue through fiscal year 1955. The extent 
of this reduction in military personnel can be measured by the change in end 
strength of fiscal year 1952 of approximately 820,000 to the planned end strength 
for fiscal year 1955 of 682,000. he corresponding strength of civilian personnel 
was approximately 483,000 at the end of fiscal year 1952 and approximately 
410,000 estimated at the end of fiscal vear 1955. 

Because the Navy is now in the process of reducing both mliitary and civilian 
personnel, it is believed that any plan to substitute finite numbers of civilian for 
military personnel should be delayed until the numbers of military and civilian 
personnel become more stabilized. Any plan prior to such stabilization would 
be very difficult to measure because of the further decreases which must be made 
in both civilian and military personnel. Once a period of approximate stabiliza- 
tion is reached, it will be possible to make a survey which would result in a true 
substitution of civilian personnel for military personnel rather than an apparent 
oor during a period during which both types of personnel are being 
reduced. 

The following factors should be considered before recommendations can be 
made for the transfer of billets from military to civilian positions: 

(a) Need for a military billet to provide training for future assignments; 

(b) Need for security; 

(c) Duties, location, hours of tasks and relative costs; 

(d) Sea-shore rotation program to provide reasonable assurances of shore duty. 

After a determination has been made as to the number of billets which could 
be transferred from military to civilian positions, the Navy could then tell the 
Congress that a certain number of billets could be filled by civilian personnel, 
provided authority was granted to transfer funds from the military pay appro- 
priations to the appropriation required to pay for the civilian personnel substituted. 
Such a transfer would be made when the required civilian personnel ceiling was 
available. 

DEPARTMENT OF THE AIR FORCE 


The Air Force is committed to a program of expansion of its combat and oper- 
ating elements within relatively fixed manpower objectives. Execution of this 
program will require the diversion of large numbers of military personnel from 
support to operating functions. The Air Force has already made progress toward 
this objective, and has achieved significant direct and corollary savings of man- 
power by substitution of civilian for military personnel in certain areas. This 
procedure should be exploited in additional areas in order to attain the most 
economical and effective proportional distribution of military, United States 
civilian, and indigenous personnel. 

The flexibility required for programs of this nature, as has been stated during 
earlier presentations of these hearings, should encompass two important features, 
relaxation of the limitation on the numbers of graded civilians who may be em- 
ployed and provision for transfer of funds between appropriations when such action 
is in the interest of economy or more efficient utilization of resources. The Air 
Force can profitably continue these programs if the Appropriations Act permits 
the hiring of additional graded civilians in numbers not to exceed 143,000, repre- 
senting 20,000 more than the number contained in the budget request for fiscal 
year 1955, and if the act further permits transfer from the military personnel 
appropriation to other appropriations as required. 
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